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Introduction 


George W. Grayson 





Outgoing President Miguel de la Madrid Hurtado’s highest priority is 
economic liberalization, which—according to many observers—will 
lead to an opening of the political system. For three decades after 
World War II, Mexico enjoyed robust, sustained growth thanks to 
reliance on a “stabilizing development” model keyed to import re- 
Strictions, inexpensive credit, and subsidies for nascent domestic 
industries. Reduced opportunities for import substitution slowed the 
growth rate, while sharpening social pressures in a nation where the 
affluent boast a hugely unequal share of income compared to one- 
third of the ¢ pulation who live at the base of a distended social 
pyramid. Exemplary of such pressures was the 1968 “Tlatelolco mas- 
sacre” in which the army killed hundreds of students and other 
middle class protestors in Mexico City. Yet, just as Cassandras began 
to warn darkly of a “coming social explosion below the Rio Grande,” 
Petréleos Mexicanos (Pemex), the state oil monopoly, discovered 
prolific quantities of petroleum in the Isthmus of Tehuantepec and in 
the Gulf of Campeche. 

Virtually overnight, Mexico—once a ragged stepsister in energy 
matters—became the Cinderella of the oil world. So bountiful were 
the deposits of black gold that Pemex Director-General Jorge Diaz 
Serrano stated, “For the first time in its history, Mexico enjoys 
sufficient wealth to make possible not only the resolution of economic 
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problems facing the country, but also the creation of a new perma- 
nently prosperous country, a rich country where the right to work will 
be a reality.” Announced hydrocarbon reserves, which stood at 6.4 
billion barrels when José Lépez Portillo donned the red, white, and 
green presidential sash in December 1976, shot up to 72 billion 
barrels by the time that he left office six years later. During this 
period, exports increased from 94,438 barrels per day (bpd) to 1.49 
million bpd as Mexico became the fourth largest depository of oil and 
gas. Optimists referred to the nation as a “Spanish-speaking Kuwait” 
or a “Latin American Saudi Arabia.” 

Mexico's success aroused the envy of a world floundering in reces- 
sion, and this success diverted attention from the beginnings of “‘pe- 
trolization”—a syndrome characterized by an overheated economy 
fueled by oil revenues, an overvalued currency, mounting depend- 
tace on external credits to import escalating amounts of food, capital, 
and luxury goods (which rose from $6 billion in 1977 to $23 billion in 
1981), a stagnant agricultural sector, and—above all—outsized bud- 
get deficits spawned by profligate public spending. Compounding the 
problem was a shortage of skilled workers amid widespread unem- 
ployment, as well as bottlenecks in port services, storage, and trans- 
port. Highways had been built to handle one-fifth of the traffic of the 
1980s, and the railroads were little changed since the days when 
Pancho Villa rode them during the revolution. Rather than raising 
taxes, Mexican leaders chose to cover budget shortfalls by printing 
stacks of new pesos and borrowing heavily. 

Excessive spending drove prices ever higher. The rate of inflation 
dropped from 20.7 percent in 1977 to 16.2 percent in 1978 only to 
climb back to 28 percent in 1980. A dearer peso vis-a-vis the dollar 
discouraged tourism, inhibited the export of relatively labor-inten- 
sive manufactures, and deepened dependence on petroleum and its 
derivatives to generate dollars. Hydrocarbons, which accounted for 
21.9 percent of the nation’s export earnings in 1977, produced three- 
fourths of these monies six years later. 

The collapse of the regime of Shah Mohammed Reza Pahlavi in 
Iran and the outbreak of warfare between Iran and Iraq sparked a 
tripling of oil prices. Mexico followed the “hawks” of the Organiza- 
tion of Petroleum Exporting Countries (OPEC) to widen substan- 
tially the difference between its Isthmus export price and that of 
Arabian Light, OPEC's “marker” or reference crude. Confident of 
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the security of supply, buyers paid as much as a $6.50 premium for 
Mexico's best crude, the charge for which soared to $38.50 per barrel. 
The spiraling prices, combined with Mexico's brisk growth rate, 
blinded many observers to the danger signals flashed by the over- 
heated, debt-burdened economy. Meanwhile, bankers kept arriving 
with their briefcases bulging with applications for loans, whose inter- 
est rates expanded apace with Mexico's indebtedness. 

This situation changed dramatically after an international oil glut 
appeared in the spring of 1981. A medicy of factors accounted for the 
2 to 3 million bpd surfeit—namely, Saudi Arabia's record output of 
10.3 million bpd, the industrialized countries’ energy conservation in 
the face of unparalleled prices for crude, a worldwide recession, and 
expanded production in Mexico, the North Sea, the Soviet Union, 
Alaska, and other non-OPEC areas. The unwillingness of Lopez 
Portillo's regime to tighten the nation’s belt impelled larger budget 
deficits, an unrealistically dear peso in relation to the dollar, and 
enormous capital flight by elements of the upper and middle classes 
who were alarmed by the president's mercurial behavior. Meanwhile, 
private and public debt service was devouring 64 percent of the 
country’s export earnings. Only a rescue scheme, fashioned by the 
Reagan Administration in response to a desperate August 1982 visit 
to Washington by Finance Secretary Jesas Silva Herzog, prevented 
Mexico's defaulting on an external debt that approached $85 billion. 

On September 1, 1982, Lépez Portillo seized the nation’s banking 
system in a move designed to tighten the government's grip on the 
economy, to deflect attention from grave economic problems, and to 
seek for the jefe maximo a place alongside Lazaro Cardenas (who had 
nationalized the oil industry forty-four years before) in the country’s 
pantheon of heroes. The chief executive's action further alienated the 
private sector, which was increasingly wary of the intrusiveness of a 
state that generated or controlled 60 percent of gross domestic prod- 
uct (GDP). 

Fortuitously, the difficult conditions coincided with de la Madrid's 
ascent to the presidency in late 1982, bringing to power a cautious 
technocrat who, while a defender of a mixed economy, believed that 
the state had become too interventionist and that greater reliance on 
market forces was needed. In addition, he preferred accommodation 
to confrontation in the international area where his predecessor had 
often clashed with Washington over energy issues, the question of a 
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New International Economic Order, and Mexico's fulsome support 
for Nicaragua's Sandinistas and other revolutionary movements in the 
region. Having carned a master’s degree in public administration at 
Harvard University, the forty-seven-year-old leader knew more 
about the United States than any of his predecessors. He compre- 
hended that the northern neighbor, perceiving an economically 
healthy and politically stable Mexico to be vital to its own interests, 
had extended a helping hand rather than a menacing fist during the 
1981-1982 crisis. 

Although giving lip service to the need for major reforms, de la 
Madrid embraced the conventional wisdom that the 1982 crisis was 
essentially one of liquidity that could be alleviated by attracting 
additional resources from money center banks and international fi- 
nancial institutions. Indeed, more funds were forthcoming as Mex- 
ico—in adopting an austerity plan negotiated with the International 
Monetary Fund (IMF) in late 1982—carned plaudits as a “model 
debtor.”’ Unfortunately, the country’s improved statistical picture—a 
trade surplus and accumulation of foreign exchange reserves—de- 
rived from curbing workers’ salaries and limiting imports rather than 
from spurring production or expanding exports. However, just as 
recovery seemed within reach, Mexico began to spend feverishly in 
late 1984 with a view to improving the performance of the ruling 
Institutional Revolutionary Party (PRI) in the mid-1985 legislative 
and gubernatorial elections—contests marred by fraud and vote ma- 
nipulation. Meanwhile, oil prices began to slide again in the spring of 
1985, depriving the treasury of critically needed resources. Before the 
government had adjusted to the diminished income, the worst natural 
disaster in modern Mexican history—the E/ Grande carthquakes of 
September 19-20, 1985—struck Mexico City, killing some 20,000 
people, leaving 90,000 families homeless, and causing an estimated 
$3.5 billion in property damage. 

Increasingly, de la Madrid and his key advisers recognized that the 
country’s problems were structural and that Mexico had to adopt a 
new strategy in order to resume the growth that was essential to 
provide work for the 800,000 to 1 million new job-seekers cach year. It 
was also imperative to restore legitimacy to a regime suffering from 
the mounting cynicism and discontent of ordinary Mexicans, as re- 
flected in the cpigram: “Mexico practiccs Somocracy 36! days a 
year—it's only missing on clection day.’ 
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Following Silva Herzog’s departure from the cabinet in mid-1985, 
Planning and Budget Secretary Carlos Salinas de Gortari spear- 
headed the formulation and implementation of structural reforms 
conceived to spark growth by tumbling protectionist walls, stimulat- 
ing nonpetroleum exports, selling off inefficient state firms, reducing 
subsidies on basic consumer goods, and encouraging market forces. 
In international affairs, this new model found Mexico (1) signing with 
the United States in 1985 a Bilateral Subsidies Understanding, which 
stipulated that the country would phase out export financing by carly 
1987 in return for receiving an “injury test” in countervailing duty 
cases, (2) joining the General Agreement on Tariffs and Trade 
(GATT) in August 1986, and (3) entering into a Bilateral Trade and 
Investment Framework Agreement with the United States in Novem- 
ber 1987 to provide a mechanism for negotiations in these two nettle- 
some areas. As further evidence of its commitment to liberalization, 
Mexico halved to 20 percent its highest tariff in December 1987—ten 
months before it had pledged, as part of the GATT accession accord, 
to lower its maximum rate to 30) percent. 

In Mexico, presidential incumbents, who select their own suc- 
cessors, have frequently tried to project their influence into the next 
sexenio by choosing individuals whose views were deemed compatible 
with their own. Apparently, Adolfo Ruiz Cortines, who named 
Adolfo Lopez Mateos in 1954, obtained the desired continuity. In 
contrast, conservative Gustavo Diaz Ordaz was chagrined by the 
shrill populism and impetuous internationalism that highlighted the 
term of Luis Echeverria Alvarez (1970-1976). Several elements—the 
deemphasis on ideology within the PRI, the imperative to possess 
technical skills in order to manage the huge public sector, and the 
salience of economic tssues—now work in favor of continuity over 
change as the mantle of authority passes from one enormously power- 
ful leader to another. 

In 1987 the three leading precandidates for the presidency—En- 
ergy Secretary Alfredo del Mazo, Government Secretary Manuel 
Bartlett Diaz, and Planning and Budget Secretary Salinas—had dis- 
tinguished themselves as loyal proponents of de la Madrid's pragma- 
tism at home and abroad. In the final analysis, de la Madrid selected 
Salinas, despite the fact that the thirty-nine-year-old technocrat was 
the dark horse in the oninion of iournalists, academics, and the 
roughly 500 members of the cupula, as the upper echelon of Mexico's 
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“revolutionary family” ts known. A number of factors worked im 
Salinas’s favor: his emphatic loyalty to the president, a fellow 
alumnus of Harvard University; his political ties to the nation’s north 
(Salinas’s father represents Nucvo Leon in the Mexican senate), the 
region that ts most antagonistic to Mexico City in general and to PRI's 
authoritarian rule in particular, his having assembled a dynamic brain 
trust, headed by Deputy Planning and Budgct Secretary Pedro Aspe 
Armella, who succeeded Salinas as secretary; his familiarity with 
both world-scale economic questions and the leaders of international 
financial institutions who wrestle daily with questions of debt, proiec- 
tionism, and commodity prices; his undisputed intelligence, which 
enabled him both to master the intricacies of the economy and to 
direct economic policymaking following the resignation of Silva Her- 
zog whom Salinas outmancuvered in intracabinet budget disputes, 
his austere, low-key comportment during the selection process com- 
pared to del Mazo's extravagance and flamboyance and Bartictt's 
overt attempt to broaden his political base and demonstrate profi- 
ciency in economic matters; and an unswerving commitment to liber- 
alization, export restructuring, and lowering Mexico's towering trade 
barriers. As political scientist Luis Rubio F., a contributor to this 
volume, observed: “Salinas, who was a most unlikely candidate 
before 1985, became the overwhelmingly logical choice by 1987.” 

As his party's nominec, Salinas demonstrated his political acumen 
by propitiating old-line PRI polincos (especially by encouraging their 
congressional candidacies), assuring younger politicians of a place for 
them in both his technocrat-dominated campaign team and adminis- 
tration, and drawing talented economists, lawyers, and other profes- 
sionals into his entourage. Nonetheless, he has stressed the necessity 
to modernize the economy and political system, emphasizing that he 
would not be bound to any predetermined “dogma” or “formula” in 
confronting the country’s problems. 

The possibility of fundamental changes has raised hackles within 
several important groups. Organized labor, the PRI's sturdiest pillar, 
fears that structural reforms will mean the continued loss of buying 
power and jobs, while inspiring political liberalization that would 
weaken its political power, inefficient manufacturers fear competition 
in a less protected marketplace; bureaucrats fear that trimming the 
state's economic role will diminish the influence and opportunities 
derived from dispensing import permits, fixing quotas, and perform. 
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ing thousands of other regulatory functions, many PRI stalwarts fear 
that expanding the private sector at the expense of the state will 
shrink the patronage and bribe moncy essential to lubncating the 
party's machinery, and some intellectuals fear that encouraging sup- 
ply-and-demand forces will enhance the role of despised domestic 
and foreign capitalists. 

Implementing the most ambitious reforms advanced since the 
1930s would represent a daunting task under the best of circum- 
stances. However, despite an infusion of external credits, extraordi- 
narily harsh circumstances make the contemplated changes all the 
more difficult to carry out. The GDP rose just over | percent in 1987, 
while consumer prices climbed 159.2 percent, leading to the adoption 
of a government-business-labor Economic Solidarity Pact to curb 
both prices and wages in order to combat the highes: inflation rate in 
modern history. In 1987, the minimum wage lagged behind inflation 
for the fifth straight year, as worker purchasing power had sagged 45 
percent since de la Madrid took office; open and disguised unemploy- 
ment beset nearly half of the work force of more than 26 million 
people; the foreign debt approached $108 billion; subsidies were 
declining even as the price of such essential items as gasoline , clectric- 
ity, transportation, and food was rising; in October 1987, the Mexican 
stock index plunged as much as 75 percent; a month later the peso fell 
25 percent against the dollar as the Central Bank , anxious to conserve 
its hard currency reserves, withdrew its support for the peso on the 
secondary or “free” market; and ubiquitous pollution continued to 
contaminate the already fetid air of Mexico City and other urban 
centers. 

Similar conditions in the United States or Western Europe would 
have ignited demonstrations, mobilized stnkes, and launched the 
careers of demagogic politicians. Nevertheless, Mexico remained 
remarkably quiet—with discontent manifest largely in condemnation 
of the Economic Solidarity Pact by opposition politicians and union 
leaders, bristling editorials in Unomdasuno, La Jornada, and other 
leftist newspapers, muckraking articles in the weekly magazine Pro- 
ceso about antinationalistic and corrupt acts by government officials, 
criticism of the regime by leaders of the country’s Roman Catholic 
Church and the center-right National Action Party (PAN), an up- 
swing in petty crime in Mexico City, acute cynicism and pessimism 
registered in public opinion surveys and voter abstentionism, and 
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demands for reform of the PRI by the self-described Democratic 
Current, one of whose leaders—Cuauhtémoc Cardenas (son of the 
beloved, late president }—bolted the official party to accept the presi- 
dential nomination of the Party of the Authentic Mexican Revolution, 
the Socialist Party of Workers, and the Popular Socialist Party. Public 
opimon surveys, conducted in carly 1988, showed Cardenas, though a 
wooden campaigner, posing a formidable challenge to Salinas, whom 
the respondents linked to the nation’s economic woes and who failed 
to project a magnetic image at large political gatherings. 

Eight factors explain the relative tranquility. First, the several 
years of prosperity that preceded de la Madrid's election, when GDP 
grew at an 8 percent annual rate. gave his administration some 
breathing space—a “political cushion “ in the words of Salinas—that 
the next president will net enjoy. Second, despite a sharp decrease in 
the buying power of workers, employment did not decline as dramat- 
ically as anticipated, according to official figures. Third, the barter or 
underground economy expanded to the point that it equaled 25 to 35 
percent of GDP in the mid-1980s. Although transactions in this 
economia subterranea deprived the national treasury of resources 
equivalent to 26 percent of revenues, they helped mitigate the diffi- 
culties faced by millions of Mexicans. Fourth, extended families, 
whick often have several members working full-time and others sell- 
ing artificial flowers, washing windshields, or hawking lottery tickets, 
provided a safety net for upwards of one-third of the workers in a 
country where social security coverage ts limited and unemployment 
compensation nonexistent. 

Fifth, even though the crowds attending Cardenas rallies and the 
PAN’s st: ength in the north disturbs the PRI, political cannibalism 
has engulfed the left, where disputatious parties have sprouted like 
mushrooms in a dark cave. Over the years, hardliners have competed 
with Eurocommunists for leadership of the Unified Socialist Party of 
Mexico (PSUM), a left-wing amalgam that captured only 3.2 percent 
of the vote in the 1985 congressional clections. It was with obvious 
difficulty that the PSUM and four other leftist parties, which joined 
together to form the Mexican Socialist Party (PMS) in 1987, backed a 
single candidate, Heberto Castillo, before he quit the race in early 
June. Neither the Revolutionary Workers’ Party (PRT) nor the gov- 
ernment-subsidized Popular Socialist Party (PPS) and the Socialist 
Workers’ Party (PST) entered the new grouping, which, as of 
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mid-1988, had not expanded its base beyond intellectual, academic, 
and marginal labor elements. Thus far, knowledge both that violence 
accomplishes nothing politically and that the army will brook no 
adventurism has restrained extremists in the PMS, the PRT, and the 
Castro-oriented Corriente Socialista from trading ballots for bullets. 
An exception has been the minuscule Mexican Vicente Guerrero 
Revolutionary Command, which in May 1987 claimed credit for an 
explosion in front of the PRI’s Mexico City headquarters that shat- 
tered windows and destroyed an ambulance owned by the party. The 
death of more than one million people in the revolution that erupted 
in 1910—described to adults by grandparents who vividly remember 
the carnage—has sensitized Mexicans to the danger inherent in wide- 
spread violence. The 1968 Tlatelolco massacre provided a more re- 
cent reminder of the regime’s willingness to crack down on dissidents. 
Sixth, the 145,000-man armed forces, though top heavy with senior 
officers and hardly of Prussian caliber, have started to transform 
themselves into a modern military. Jeeps and trucks have replaced 
horses in all but one of twenty-eight cavalry units; five armored 
regiments boast personnel carriers and light Panhard tanks; the army 
has introduced German-designed G-3 automatic rifles into its eighty- 
five infantry battalions; and the air force, a branch of the army, has 
acquired a dozen F-5 supersonic aircraft. Military leaders continue to 
trumpet their loyalty to a political system that has co-opted them with 
a lavish array of social and economic perquisites, including attractive 
salary increases for key officers during the 1981-1988 period. To 
enhance efficiency, iesponsiveness, and accountability, de la Madrid 
approved plans to collapse the army’s thirty-six military zones into 
several corps, the first of which will be in the Mexico City area. 
Even more worrisome than an organized challenge to the system is 
the remote possibility that a spontaneous demonstration in one part 
of Mexico City, say, a protest over higher tortilla prices or bus fares, 
could spread like wildfire across the capital and, from there, to other 
cities, unimpeded by the firebreak of legitimacy that is crucial to any 
regime’s survival. Still, a loyal military, combined with government 
control over the mass media, should curb the outbreak of isolated 
disturbances. As scholar-journalist Jorge Castafieda has argued, “too 
many Mexicans have a stake in social tranquility and political continu- 
ity for a politician or faction to find fertile ground for rebellion, 
pronunciamientos, or radical breaks with the status quo.” 
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Seventh, Fidel Velazquez, leader of the five-million-member Con- 
federation of Mexican Workers, has coupled strident advocacy of 
higher compensation for trade unionists with a readiness to beat a 
tactical retreat if it appears that his demands would spur bankruptcies 
or wreck the administration’s structural reform program. Other con- 
federations have generally followed Velazquez’s lead on labor ques- 
tions including the octogenarian leader’s scathing attack on the pri- 
vate sector’s “noncompliance”’ with the Economic Solidarity Pact. 

Finally, for Mexicans the most attractive welfare scheme is a porous 
U. S. frontier which more than 1 million illegal immigrants crossed in 
1987. In December 1986, President Ronald Reagan signed an immi- 
gration reform bill, but its provisions are so flexible—notably with 
respect to agricultural workers—that the legislation has only slowed, 
not halted, the heavy influx of unlawful workers. Further, in the case 
of an emergency such as severe food shortages in Mexico, the United 
States would open its granaries to encourage stability in a country, 
which—second only to the Soviet Union—is the most important to 
U. S. security. 


The predictions of doomsayers aside, violence will not overwhelm 
Mexico in the short- to medium-term. Thus Salinas, in winning elec- 
tion as anticipated, has a chance to advance the de la Madrid-initiated 
changes that offer the last best hope for his country. His success will 
hinge on broadening the pro-reform coalition now composed of large, 
efficient producers, the international financial community, and many 
high-level fécnicos in ministries with economic functions. The internal 
impact of those reforms had barely been felt in early 1988, and their 
future would be imperiled if either economic slowdown or protection- 
ism in the United States hampered Mexican exports to its rich 
neighbor. 

Nineteen-eighty-eight is the most important year for Mexico in at 
least a half-century. Following a hard-hitting campaign suffused by 
continual and strident charges of official corruption, Salinas captured 
the presidency on July 6 with just 50.36 percent of the 19,145,012 
ballots cast—by far the lowest figure for any ruling party stancard- 
bearer. Apathy and cynicism were reflected in the fact that 49.72 
percent of eligible voters did not even bother to go to the polls. While 
agreeing on little else, losers Cardenas (31.12 percent) and PAN 
nominee Manuel J. Clouthier (17.07 percent) held press conferences, 
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led demonstrations, made speeches, and cited myriad examples of 
electoral fraud to protest the “tainted”’ and “‘unconscionable”’ results. 
Even as Cardenas and Clouthier expressed their anger, opposition 
party candidates prepared—for the first time in fifty-nine years—to 
enter the sixty-four-member Senate where they had obtained four 
seats. Even more impressive was the election of 201 men and women 
from left and right opposition parties to the Chamber of Deputies, 
which de la Madrid had enlarged to 500 members to serve as a safety- 
valve for opponents. Although the PRI retains dominance, it has lost 
the two-thirds majority required to enact constitutional amendments. 
Hence, the Mexican legislature, a rubber-stamp for executive initia- 
tives until a few years ago, will become an increasingly prominent 
stage for policy discussions. If Cardenas has anything to say about it, 
these debates will key on such populist issues as relieving Mexico's 
staggering debt burden, preserving protectionism, and retaining a 
robust economic role for the state. In view of the unexpectedly strong 
anti-PRI sentiment manifest in the mid-year national contests, it 
remains to be seen whether Salinas-——whose low-key style and techno- 
cratic credentials have yet to excite public enthusiasm—can accom- 
plish the economic restructuring required to rekindle sustained 
growth in a country where realizations have not matched abundant 
human and natural resources. Such growth is crucial both to create 
opportunities and to invest legitimacy in a political system that ap- 
pears insensitive or even hostile to the interests of an ever larger 
number of Mexicans, especially to the urban poor, ill-trained blue- 
collar workers, bureaucrats, church leaders, and intellectuals. Only 
by regaining the confidence of the people in a regime that shows signs 
of burgeoning pluralism can Salinas hope to stave off the strife that 
has beset so many Latin American countries. His will be the last best 
chance to lift Mexico from the malaise that has engulfed it since the 
bottom fell out of the international oil market in 1981. As José 
Francisco Ruiz Massieu, governor of Guerrero state and a Salinas 
confidant stated: ‘“These are the elections of transition. This can be a 
post-partum crisis in the birth of a different Mexico. But we still don’t 
know what kind of Mexico is being born.” 


Mest of the chapters in this book evolved from presentations made 
to a symposium on the “Prospects for Mexico,” held December 8-9, 
1986, under the auspices of the Center for the Study of Foreign 
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INTRODUCTION 


Affairs of the Foreign Service Institute, U.S. Department of State. A 
number of distinguished Mexican and U. S. scholars, public officials, 
and economists participated in the symposium. Their task was to 
analyze the prospects for Mexico’s political system, the nation’s key 
institutions, and U.S. Mexican bilateral relations. Needless to say, 
conference participants brought their contributions up to date in light 
of developments affecting Mexico in 1987 and early 1988. In addition, 
as the symposium’s organizer, I invited political scientists Luis Rubio 
F. and Guadalupe Méndez Pacheco to prepare chapters that broad- 
ened the scope of this volume. 

The Center for the Study of Foreign Affairs deserves credit for its 
generous sponsorship of the symposium and resulting book. The 
editor and contributors are deeply indebted to Diane B. Bend- 
ahmane for the care, patience, imagination, and discrimination that 
she devoted to improving the roughly hewn prose of some chapters, 
while enhancing the style, organization, and coherence of the entire 
study. 

Thanks should also be extended to three College of William and 
Mary students—Lavora R. Barnes, Celia V. Klimock, and Cathleen 
P. Welsh—for helping to compile the “Handbook of Facts and Fig- 
ures” that appears at the end of the text. It is hoped that readers will 
find this compendium a useful source of data on economic, social, 
political, and military activities in Mexico during recent decades. I 
also appreciate Barbara Wright’s having typed portions of the 
manuscript. 


















Part One 


Prospects for Mexico’s Government 
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The Presidency, the Party, and the State 


Roderic A. Camp 





One of the most significant and defining features of the Mexican 
political system is the role of the state, and the intertwining of the 
presidency and the official party (Institutional Revolutionary Party— 
PRI) within it. The term state is used rather loosely and interchange- 
ably with the word government, but they are not synonymous con- 
cepts. The state is the broader of the two, comprising a permanent set 
of institutions, including various branches of government, the party 
system, and the bureaucracy. 

Historically, the state has played a far larger role in the economic 
and social lives of Mexicans compared to its role in the United States. 
Consequently, state intervention in various societal spheres is not 
looked upon with the same level of suspicion in Mexico as in the 
United States. Even at the beginning of the nineteenth century, the 
State was the major employer of educated, white collar, professional 
Mexicans. According to some cultural observers, the state's more 
visible role has contributed to a strong desire among Mexicans to 





Roderic A. Camp is Professor of Political Science at Central College in 
Pella, lowa. He has written numerous books and articles on Mexico. His 
books include Memoirs of a Mexican Politician (University of New 
Mexico Press, 1988), Mexico's Political Stability: the Next Five Years 
(Westview, 1986), and Mexico's Leaders: Their Educational Recruitment 
(University of Arizona Press, 1980). 


3 








4 THE GOVERNMENT 


control public resources, and many Mexicans believe that public 
careers are more attractive than careers in the private sector. 


Three Generations of Political Leaders 


After the Mexican Revolution (1910-1920), a group of military- 
political leaders emerged who sought to take control of the state 
apparatus. By the 1930s, a group of individuals had entrenched 
themselves in government institutions. To guarantee their control, 
and that of their political disciples, they created a national party in 
1929, the antecedent of the present-day PRI. 

To understand the relationship between the party and the govern- 
ment, it is essential to remember that the party was not formed to win 
control of the government, but was created by governmental leaders 
to retain political backing and to institutionalize grass-roots support. 
This characteristic explains why the PRI is just one among many 
institutions which make up the state. 

Three generations of political leaders, disciples of the original 
group which took control of the executive branch and organized the 
party, have held the reins of power in Mexico. Today, these individ- 
uals see themselves as the nation’s legitimate leaders. In effect, they 
consider themselves as official ‘representatives of the state, rather 
than merely transitory managers of a government or specific adminis- 
tration. This self-image as the legitimate state representatives affects 
their attitudes toward a loyal political opposition. 

Throughout the history of Mexico, extending back to the colonial 
period, the executive branch has dominated its political institutions. 
Since the late nineteenth century, the presidency has symbolized this 
control. Briefly, in the 1920s, elements of the post-revolutionary 
leadership tried to strengthen the legislative branch of government. 
Their efforts were short-lived. By the 1930s, the power of the presi- 
dent and the executive branch was strongly entrenched, and the 
legislature acted essentially as a rubber stamp for presidentially- 
initiated policies. 

Because the legitimacy of the state is inextricably tied to one 
political institution—the presidency—the political system is more 
vulnerable to criticism. Inasmuch as the official party is a creature of 
the state and is directly responsible to the president, it too absorbs a 
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The Institutional Revolutionary Party 


Origin: The PRI was organized in 1929 (it was then called the National 
Revolutionary Party) to bring together the various elements that were 
active in the revolution. In symbolic terms, it is the institutional repre- 
sentation of the revolution, as the president of the republic is the leader 
of the revolution. 


Sectors: in 1938, the party was reorganized into four sectors: peasant, 
labor, popular (government employees and professionals), and the 
military (by 1940 this sector became part of the popular sector). Thus, 
the party became a mass-based organization. 


Functions 


* Controls ali electoral activities. 

* Integrates workers and farmers into the political system (the 
PRI claims to be the only vehicle for these sectors to realize 
their demands). 

* Operates like a U.S. urban political machine: distributes 
political patronage, delivers support. 

* Provides an opportunity for aspiring politicians to work their 
way up (and offers them a chance to enrich themselves 
through various forms of graft). 


Organization: The dominant organizational feature of the PRI is its 
three sectors, each composed of various membership groups. The top 
leadership of the PRI (members of the National Executive Commit- 
tee), though nominally chosen by the PRI's National Assembly, or the 
three sectors, is selected by the president of Mexico. 


Reforms Proposed Under President de la Madrid 


1. Give greater autonomy to local governments through local 
forums held throughout the country to create a vehicle for communi- 
cating citizen demands to government. These forums would bypass 
administrative and PRI structures. 

2. Institute electoral honesty in local elections. 

3. Restructure the PRI. (Some experiments in establishing primary 
elections for local races were conducted, and the proposals to increase 
the power of the Confederation of Mexican Workers (CTM) in deci- 
sion-making and to create a fourth sector for businessmen have been 
discussed. ) 
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share of any criticism directed at the presidency. Consequently, the 
health of the party and the state depend rather heavily on the well- 
being of the presidency and, to some extent, the incumbent of that 
office. 


Questions about the Political and Economic System 


To understand the recent changes in Mexico, and the present condi- 
tion of the presidency, the party, and the state, one must examine the 
antigovernment agitation and violent student demonstrations of 1968, 
a benchmark year for most of the political changes in the last two 
decades. After the suppression of the students in 1968, the middle 
class began to question even more the efficacy and methods of Mex- 
ico’s political and economic model. Doubts had existed before the 
events of 1968, but the violent reaction of the army and police brought 
those doubts to the forefront and, probably more important, the 
political leadership itself began to lose confidence in the system. 

Before 1968 the occupants of Los Pinos presidential palace 
strengthened the presidency compared to other governmental institu- 
tions. The legitimacy enjoyed by the presidency was, to a lesser 
extent, also enjoyed by the party. The state, therefore, was seen in a 
relatively positive light. Even critics admitted its strength and stabil- 
ity. Yet, since 1968 the collective failures of individual leaders have 
contributed to a gradual decline in the legitimacy of the presidency as 
an effective political institution and as the symbol of a state domi- 
nated by an established political elite. 

From the 1930s through the 1960s, the PRI functioned largely as an 
electoral machine for the entrenched political leadership. In the case 
of the president, it served to introduce him to the people before he 
took office. The presidential campaign itself brought the candidate 
face to face with many local problems and oriented him to national 
issues. For his part the new chief executive used the party to place his 
collaborators in the choicest elective offices, including senatorial 
posts, deputy seats, and governorships. The party also served to co- 
Opt opposition spokesmen, and at the grass roots, to recruit some 
politicians destined for national prominence, especially those from 
working class backgrounds. 








Presidency, Party & State 7 
Two Elite Groups of Political Leaders 


Today, the PRI faces numerous problems. However, its difficulties 
cannot be separated from those which characterize the executive 
branch and the presidency itself. One of the essential problems of the 
party and the bureaucracy is the composition of its present leader- 
ship, which is divided between a technocratic-political and a party- 
electoral elite. The technocratic leaders see the capabilities and the 
functions of the party in a different light from their party-electoral 
counterparts, who have come up through local and state political 
ranks, generally in elective, as distinct from appointive, office. The 
technocratic-political leadership, or bureaucrats, also have a different 
perception of how to exercise and retain power. These technocrats, 
who have spent most of their careers within the federal bureaucracy, 
wish to use the party to legitimate their own leadership, but in doing 
so, they fluctuate between wanting to make it a competitive political 
organization in the North American electoral mode or trying to 
impose electoral results on the voting population. 

It is important to understand that both groups of leaders, the 
technocratic und the party-electoral leaders, are skilled politicians. 
The difference between them is the nature of their political skills. The 
technocratic-bureaucrats are consummate in-fighters who know how 
to play the political game within the bureaucracy. They control the 
Mexican state, and with their small-group political skills, they func- 
tion well within a system where one party dominates. The opposing 
group, sometimes referred to as traditional politicians, are much 
more skilled at manipulating large groups because they themselves 
have had personal contact and experience with organized Mexicans, 
be they in trade unions, in peasant leagues, or in professions. 

The technocratic and traditional party leaders are also divided by 
their social and residential origins. The typical technocrat is from an 
upper middle-class background, born and raised in Mexico City, 
whereas the traditional politician boasts stronger ties to regional 
constituencies and, therefore, is more sensitive to the needs of local 
communities. Increasingly, a disproportionate percentage of Mex- 
ico’s leaders come from Mexico City. This fact, combined with the 
dominance of the state, symbolizes the centralization of power. The 
provinces are naturally suspicious of Mexico City and the motivations 
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of capital politicians, who they believe are neither sensitive to nor 
cognizant of regional issues. 


Legitimizing Control 


In addition to the problem of a divided leadership, the state and 
the party face the challenge of legitimizing their control. Of course, 
the state could most easily accomplish increased legitimacy through 
the successful implementation of economic policies immediately ben- 
eficial to the populace. Still, for reasons advanced elsewhere in this 
volume, since 1970 the state has been perceived to be responsible for 
(or actually has been responsible for) numerous economic policy 
failures. The upshot is that confidence in the political leadership and 
in the role of the state itself has declined. 

To attack the problem of legitimacy on an essentially political 
plane, the leadership has tried to alter the importance of the electoral 
system. Over the last twelve years, the presidency has forced electoral 
reforms. These changes were designed to legitimate the PRI and the 
control of governmental elites by encouraging opposition, while in- 
suring at the same time that the official party retained control over the 
legislative branch of government. Nevertheless, the presidency has 
been inconsistent in promoting these reforms and has encountered 
opposition from local and provincial party loyalists, who prefer the 
traditional, authoritarian, well-oiled party machine. 

The electoral reforms have revealed the wide cleavage within the 
established political leadership between national bureaucratic and 
local party élites. In effect, the technocrats have initiated electoral 
reforms which they have asked the traditional politicians to imple- 
ment. This division between those who make the policy recommenda- 
tions and those who have to carry them out has further divided the 
party. 

In addition, electoral reforms have had an impact on voter expecta- 
tions. Over time the reforms—even though they are moderate—have 
stimulated an increase in political opposition and have strengthened 
opposition parties. Although to a great extent the electoral reforms 
consist merely of skillful political rhetoric, the rhetoric has been 
translated into the political language of the media. Even more impor- 
tant, the U.S. media, and some U.S. government officials, including 





Presidency, Party & State 9 


former Ambassador to Mexico, John Gavin, through widely pub- 
licized statements, have supported the concept of viable opposition 
parties and honest clections. Thus, Mexico's presidency and the 
official party are caught in a difficult situation of their own making. 


The Future of the Party 


Among government leaders there are at least two, if not more, 
opposing camps concerning the future of the party. Those in ihe 
larger of the two groups, the traditionalists, favor the status quo—that 
is, imposing their will on the people. The other group, the risk-takers, 
are willing to let the PRI split into two broad parties. They advocate 
allowing such a change not only for selfish political reasons, but also 
because they believe it will improve the long-term viability of the 
state. One party would be controlled by what is now largely a profes- 
sional and middle-class “popular” sector of the PRI and the other by 
the labor and agrarian sectors. This division would lead to a truly 
pluralistic system, but in the transitional period, the electoral process 
would be dominated by PRI-derived factions. 

The risk-taker camp is part of the “Democratic Current,” some of 
whose activists split off from the official party and government under 
the leadership of Porfirio Muftoz Ledo, a prominent politician from 
the Luis Echeverria period (1970-1976), and Cuauhtémoc Cardenas, 
son of President Lazaro Cardenas and former governor of Michoa- 
can. Cardenas, who is the presidential candidate of a new opposition 
alliance, the National Democratic Front, a coalition of the Authentic 
Party of the Mexican Revolution (PARM), the Popular Socialist Party 
(PPS), the Socialist Workers Party (PST), and the Mexican Socialist 
Party (PMS), has received heavy media coverage, making the PRI 
and the government acutely uncomfortable. The PR1 itself, however, 
has not split. But the repercussions of this movement are serious, and 
it will become ever more difficult for the political leadership to 
maintain cohesiveness and co ‘trol within its own ranks. 

Recent voter surveys in Mexico reflect the declining legitimacy of 
the PRI and the state itself. For example, according to a Gallup poll 
taken in November 1986, 46 percent of the people said they supported 
the PRI while 16 percent favored the National Action Party (PAN). 
Another 32 percent were undecided, with the remaining respondents 
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expressing support for other, primarily leftist. opposition parties. The 
survey results, I believe, were probably quite accurate. On the one 
hand, the PRI commanded a plurality twice that of the next largest 
party. On the other hand, the survey revealed a large percentage of 
undecided voters. 

In addition, this same analysis disclosed the level of support for the 
presidency. Of the Mexicans surveyed, 53 percent approved of the 
efforts of Miguel la Madrid Hurtado, but 46 percent disapproved. 
More important, 63 percent thought the political system tiself should 
be significantly changed, moving in the direction of a more compceti- 
tive process. Only 36 percent thought it should remain the same. 
Finally, two-thirds of the Mexicans interv wed thought the govera- 
ment served only its own interests, rather than those of society as a 
whole. 

A February 1988 poll demonstrates the rapid decline in legitimacy 
of both the party and the governmert in the last two years. This more 
recent poll, although it was confined to Mexico City, suggests that 
the PRI has only 29 percent of the clectorate’s support, and that the 
National Democratic Front, led by Cuauhtémoc Cardenas, drew the 
support of 27 percent of the voters. Another large chunk of support 
(21 percent) went to PAN, and the remainder primarily to the left. 
Equally notable is the fact that only 28 percent of the Mexicans 
responding thought the government's performance was good, while 
31 percent categorized it as poor. Regardless of how the votes were 
counted in the July 1988 election, earlier in the year the party and the 
state were opposed by more people than supported it. 

In one respect, the declining legitimacy of both the presidency and 
the state strengthens the potential role of the official party. That is, 
the state increasingly must rely on the party for its own survival— 
specifically, the PRI's building up the grass-roots support that it has 
moved away from in recent years. Nonetheless, the legitimacy of the 
party ts linked so strongly to the presidency and the state, that it is a 
weakened vessel from which the political leadership might draw 
sustenance. 

Because of the way the relationship between the presidency, the 
state, and the party has evolved, it is impossible for the party actually 
to produce the leadership rather than merely serving as a conduit for a 
political élite recruited through the university system and within the 
bureaucracy itself. Bureaucratic politicians recognize, to some ex- 
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Powers of the President 
Constitutional Powers 

* To declare a state of seige. 

* To intervene in the states. 

* To appoint his cabinet, the attorney-general and the governor 
of the Federal District, and remove members (without 
consulting Congress). 

* To promulgate laws. 

* To veto legislation. 


* To issue basic rules that flesh-out statutes (most legisiation in 
Mexico is in the form of these basic rules). 


* To appoint (with the approval of the Senate) diplomatic 
officials, higher officers of the army, and ministers of the 
supreme and higher courts of justice. 


* To direct the armed forces for internal and external security. 
* To sponsor legislation (legislation sponsored by the executive 
takes precedence in Congress). 
* To grant pardons. 
Powers Conferred by Laws 


* To name the directors and assistant directors of the semi- 
autonomous agencies of the federal government. 


* To intervene in industrial and commercial activities. 
* To control monetary policy. 
* To control and regulate foreign investment. 


* To intervene in the education system to make plans for 
teacher training. 


* To compile and update primary school texts. 


* To grant and revoke concessions for radio and television 
channels. 


* To control the supply of newsprint to the national press (the 
newsprint-producing and importing company is state owned). 
In addition, the president 
* has broad powers in foreign policy and 
* controls the executive branch and the parastatal industries. 
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tent, the weakness of their party leadership and have sought to 
correct it by appointing and retaining Jorge de la Vega Dominguez as 
party president. De la Vega is neither a technocrat nor an old-style 
politician, but a multi-talented figure who bridges the gap between 
both groups. He has had long experience in appointive and electoral 
careers. 

President de la Madrid personally recognized the importance of 
the division between the so-called technocrats and electoral types so 
clearly represented in his cabinet and in the National Executive 
Committee of PRI. He tried to highlight the importance of elective 
office in politicians’ careers not only by appointing Alfredo del Mazo, 
governor of the State of Mexico, to his cabinet, but by making him a 
presidential front-runner. If more governors were to become presi- 
dential contenders, it would reverse recent recruitment trends within 
the political establishment by placing greater emphasis on individuals 
with electoral experience and regional roots. 


The 1988-1994 Sexenio 


The designation of Carlos Salinas de Gortari on October 4, 1987, as 
the PRI candidate, suggests a definite continuation of the techno- 
cratic trend in Mexico’s political leadership. Of the leading pre- 
candidates for the official party nomination, Salinas most closely 
approximates the career of his mentor, de la Madrid. As Mexico’s 
next president, he will be the first individual to hold that office with a 
Ph.D. degree (from Harvard), and the first economist. He has spent 
his entire career in economic agencies in the federal bureaucracy. He 
is the son of a former cabinet officer and will become the youngest 
president since 1929. 

The future health of the presidency, the party, and ultimately the 
state will depend most heavily on the behavior and leadership of the 
president. Much of the legitimacy of the system is wrapped up in 
Mexicans’ perception of their jefe maximo. Each of the last three 
presidents has conveyed a flawed image: erratic, dishonest or indeci- 
sive. For better or for worse, the solutions to Mexico’s political prob- 
lems lie very much in the hands of the president. 

Most Mexicans are apt to exaggerate the power of the presidency 
and to blame the president for everything that goes wrong. But a 
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skillful president can also take advantage of the common belief that 
his powers are almost unlimited by going to the people and imple- 
menting programs with broad, popular support. A president who is 
willing to step beyond the boundaries that the present political system 
has created for itself could revive and reform the state, guiding the 
political model to evolve in a different direction. A president who is 
cautious, who allows himself to be confined to protecting his collab- 
orators’ control of the system in exchange for necessary structural 
alterations, is likely to see the present make-up of the state crumble, 
to be replaced by other actors and relationships, playing by new rules 
of the game. 
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In any discussion of Mexican political institutions, it is imperative to 
keep the economic context in mind. For more than forty years, 
Mexico thrived thanks to import substitution. However, that model of 
industrializing development began to lose momentum in the late 
1950s and early 1960s due to structural bottlenecks in the economy. 
Now the critical challenge facing Mexico as the century draws to a 
close is finding a new growth model. Then the way might be eased 
toward solving some of Mexico’s political problems. The policies of 
industrial reconversion that the Mexican government and private 
sector are discussing at present are extremely important. Mexico 
must determine how to attract greater investment and expanded 
trade so that its more open economy can fit into a regional and global 
economic order. 
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(Westview Press, 1987). St. Martin's Press published his book, 
Governing Mexico: The Statecraft of Crisis Management in 1988. 
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The Bureaucracy Takes Precedence over the Party 


In terms of institutions and practices, the presidency dominates Mexi- 
can politics and employs the Institutional Revolutionary Party (PRI) 
and the federal bureaucracy as subordinate instruments. The official 
party seldom proposes policy initiatives. In the PRI itself, two forces 
determine behavior: organized labor and the presidency. This is 
because the presidency dominates the popular sector (mainly govern- 
ment employees and professionals) and exercises a large degree of 
control over the peasant sector. Over the next few years, the delicate 
effort of trying to restructure the PRI will center on the labor move- 
ment. The inevitable generational turnover in the present labor lead- 
ership, which came to power in the 1940s and 1950s, combined with 
the inauguration of the new president may provide an opportunity to 
restructure some aspects of labor in a newly rearranged revolutionary 
party. In my view, the fact that the PRI's candidate, Carlos Salinas de 
Gortari, has experienced difficulties with labor only increases the 
likelihood of significant changes. 

The bureaucracy began to take precedence over the PRI as the 
pathway to high office starting in the mid 1960s. In 1970, with the 
swearing in of Luis Echeverria Alvarez, a number of younger people 
were promoted over more senior party militants. This was seen at the 
cabinet level in the cases of Porfirio Mufioz Ledo as Secretary of 
Labor and Augusto Gémez Villanueva as Secretary of Agrarian 
Reform. Later in the sexenio, another relatively junior technocrat, 
Francisco Javier Alejo, was brought on as Secretary of National 
Patrimony. Ignacio Ovalle Ocampo was given an important new 
program in agriculture. At the subcabinet level, many fresh faces 
appeared, including advisers such as Juan José Bremer (formerly 
Mexico’s ambassador to the Soviet Union), who served as Echever- 
ria’s personal secretary. 

These promotions sparked tensions between the fécnicos and 
politicos within the presidency-bureaucracy-f triangle. Politico, 
in shorthand, refers to those who made thei: careers largely within 
the PRI and who have labored in the provinces as well as the capital. 
Given the unhappy experiences with Luis Echeverria and José Lopez 
Portillo, ‘‘técnico”’ carries with it a number of infelicitous connota- 
tions: young, politically inexperienced, urban, middle-class, often 
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foreign trained, and often naive. President Miguel de la Madrid 
Hurtado, despite his own ftécnico lineage and style, worked to en- 
hance the status and role of the PRI. Nevertheless, the selection of 
Salinas, not only the quintessential fécnico but also the self-pro- 
claimed leader of a new generation, suggests the party will continue 
to atrophy. Alternatively, Salinas might be the one to introduce 
important change in the PRI. 

There is an alarmingly simplistic belief among Mexicans that if only 
a politician with the proper experience and populist savvy would 
emerge, politics would take an upward course. If another Alfonso 
Martinez Dominguez (former mayor of the Federal District and 
former governor of Nuevo Le6n) or a Mario Moya Palencia (former 
government secretary and presently ambassador to the United Na- 
tions) were to return and take charge, he could set things straight. In 
my opinion, that belief is misguided because the conditions of the 
1950s and 1960s, during which these veterans came to prominence, 
no longer obtain. Mexico has become more complex, economic con- 
ditions more difficult, and the outside world more intrusive than 
before. 

The distinction between technocrat and politician is now some 
twenty-five years old, and today a new hybrid is evolving. Examples 
of the new breed include Alfredo del Mazo, former governor of the 
state of Mexico and, until early 1988, secretary of energy and parasta- 
tal industries, and Irma Cue Duarte, a technocrat appointed to a top 
position in the PRI. People in their forties or early fifties who are 
technically expert are being “‘baptized” in politics and sent off to 
govern states. This is the case, for example, with Jorge Trevino in 
Nuevo Leon and Francisco Labastida in Sinaloa. 

President de la Madrid’s cabinet is the most técnico-dominated 
since the cientificos reigned under Porfirio Diaz at the turn of this 
century. In the present cabinet the secretaries of finance and of 
planning and budget dominate, and the cabinet does not play nearly 
the integrative role that it once performed, especially under Presi- 
dents Adolfo Ruiz Cortines (1952-1958), Adolfo Lopez Mateos 
(1958-1964), and Gustavo Diaz Ordaz (1964-1970). Even Echever- 
ria and Lépez Portillo reached beyond their own groups to integrate a 
governing team. The selection of Salinas means that the finance- 
budget group has tightened its grip on power, and if the next president 
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does not incorporate members of other groups, we may see a govern- 
ment perched even more precariously on a narrow base of Mexico 
City technocrats. 

The traditional functions of Mexican federal bureaucracy are to 
reinforce the presidential system by providing patronage, controlling 
groups such as farmers and labor, and implementing welfare and 
development programs. The crisis of the import substitution model 
has forced the bureaucracy to assume new functions. It now has to be 
productive, efficient, innovative, and competent, because the Mexi- 
can economy must be able to compete in the world economy. This 
change in orientation necessitates fundamental reforms, which are 
described in a later section. 


Overview of the Bureaucracy 


In 1983 there were about 1,075 agencies in the Mexican federal 
bureaucracy, which employed 3.3 million federal workers, or about 17 
percent of the total work force. The federal budget totaled 7.6 trillion 

figure that approximated 44 percent of the gross domestic 
product (GDP). My impression is that, despite de la Madrid's rhetori- 
cal commitment to budget-cutting, the number of employees on the 
federal payroll has not declined substantially—if at all. By 1986, and 
with some debatable changes in accounting practices, federal expen- 
ditures were down to some 36 percent of GDP. (Still, it should be 
recognized that interest payments on internal and external debts 
devour about one-third of the federal budget.) 

In terms of its structure, the federal bureaucracy comprises a 
centralized sector and a decentralized sector, called the parastatal 
sector. The centralized sector embraces eighteen ministries and one 
department (see Figure 1). The internal organization of these minis- 
tries is standard (see Figure 2), at least since the administrative 
reform of 1977. The federal ministries in turn operate a number of 
field offices in the thirty-one states and the Federal District (Mexico 
City). Each ministry's configuration of its field offices varies to meet 
local needs; for example, the ministry of agriculture has different 
functions in the northern arid zone than it has in the southern tropical 
areas. 

The parastatal sector is much more complicated, and it is difficult 
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to be precise about numbers and composition. In 1982, there were 
about 965 agencies in this category. Within this sector are agencies 
wholly owned by the federal government, as, for instance, is the case 
of Petréleos Mexicanos (Pemex), the state oil monopoly. There are 





19 
































FIGURE 2 
Central and Field Structures of a Federal Secretariat 
Secretary 
Private Secretaries —|-- Commission 
J 
Subsecretary “A” “Adaianlion Subsecretary “B “Peld Ofc. 
I of 
General 








Delegate 








| | 









Subdelegate “A” Subdelegate “B" Subdelegate for 
Administration 





LNGWNYGAOD FHL = 97 


Bureaucracy 


agencies of mixed public and private ownership, some of which are in 
directly productive areas. An example is Acronaves de México, bet- 
ter known as Acroméxico, and another is Cementos Anahuac del 
Golfo. This sector includes small factories and bicycle shops, and at 
one time there were even a couple of theatres and night clubs. The 
parastatals are assigned to seventeen of the ministries which are 
designated as sector heads. The seventeen heads oversee the forma- 
tion of plans and budgets for the parastatals and presumably partici- 
pate in their governing boards. 

Energy, Mines and Parastatal Industries (SEMIP) is the most 
important of these sector heads, because it coordinates such agencies 
as Pemex and the Federal Electricity Commission. Commerce and 
Industrial Development (SECOFIN) coordinates a number of other 
important agencies, such as CONASUPO, which provides subsidized 
food and other staples to the poor. 

In structural terms, the federal government dominates the state 
and local governments. The federal level controls most taxing and 
spending, and projects its influence in the states through bureaucra- 
tic, party, and military instruments. If the president has problems 
with a state governor, he might suggest that the governor take a leave 
of absence. This is essentially what de la Madrid did in the cases of the 
governors of Yucatan, Coahuila, Guanajuato, and Chihuahua. if a 
governor resists guidance, the federal level has legal recourse to 
“disappear” state powers. This is a last-step measure by which the 
president appoints an interim governor, and elections may or may not 
be held, depending on state law and the chief executive's decision. 
This hugely important power epitomizes the states’ status as Lillipu- 
tians vis-a-vis the federal Gulliver. 


Evolution of the Bureaucracy 


Between 1970 and 1976, the Echeverria administration catalyzed 
important changes in the federal bureaucracy. In this period, the 
bureaucracy expanded dramatically to 1,075 agencies. Before then, 
Mexico's federal bureaucracy was actually smaller than the govern- 
ments of Argentina and Brazil. A populist resurgence and rapid 
expansion marked Echeverria’s ascendancy. After 1974, the expan- 
sion of the bureaucracy continued, but at a somewhat slower pace. 
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TABLE | 
Proliferation of Federal Administrative Units, 1974-1984 
Unit Type 1974 1975 1976 1977 1978 1979 1980 1981 1982 j983 j9R84 
Secretariats 14 46 6 6 6 6 16 17 is 
Departments 3 3 l 2 2 2 2 2 l l l 
Attorneys general 2 2 2 2 2 2 2 2 2 2 2 
Presidential general _ = — 3 3 5 6 7 7 _ ~ 
coordinators 
Subsecretariats 42 42 42 45 4s 48 47 ay 51 55 61 
Subsecretariats for 22 22 22 20 20 20 20 20 20 21 21 
administration 
General Directorates 381 381 381 485 477 464 447 440) Si4 457 494 
Commissions, coun- 68 68 68 48 77 79 97 97 101 102 73 
cils and others 
Parastatal agencies —_ — — 898 = 892 893 903 873 90 = YS2 916 


Source Miguel de la Madnd, Segundo informe de gobierno, anexo sector polinca econdémica (México 1985). pp ses, $3 
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Table 1 conveys a sense of the size and complexity of the bureaucracy. 
The important entities to look at are the sub-ministries and what are 
called general directorates, the rough equivalent in the North Ameri- 
can system of assistant secretaries and bureaus. 

As might be expected, the expansion of the federal bureaucracy 
has created manifold problems. After 1970, the president called on a 
bureaucracy, which had originally been designed to exert control and 
perform political functions, to become more involved in managing the 
economy. Needless to say, managing the economy required a much 
more effective policy coordination mechanism and more extensive 
federal merit service. Mexico had neither of these, nor did it have an 
effective field service. Consequently, Echeverria called on the bu- 
reaucracy in the early 1970s to assume functions it was ill-equipped to 
perform. The challenge confronting the Mexican administration ap- 
paratus is to learn to handle these new tasks. 

The rapid expansion of the bureaucracy exacerbated another prob- 
lem: state-private sector relations. In Mexico, a delicate balance had 
existed between the government and private enterprise, but the rapid 
post-1970 expansion of the bureaucracy upset this equilibrium. In 
recent years, businessmen have complained about excessive regula- 
tion and unfair competition, particularly from public enterprises. 
Entrepreneurs zero inon CONASUPO, which, they insist, engages in 
unfair competition. One symbolic step that government might take to 
improve its relationship with the private sector would be to change the 
status of CONASUPO. This might be done by breaking the conglom- 
erate into functional components (e.g., spinning off the grain-pur- 
chasing and retail outlets as separate entities) and by clarifying rules 
of competition with the private sector. 

After the mid-1970s, the government simply became unmanage- 
able. Bureaucrats lost the sense of what they were doing or how their 
activities fitted in with those of other agencies. The rapid turnover of 
officials within and among agencies only compounded the confusion. 
Working in the Ministry of Agriculture and Water Resources in 1979, 
I found three separate planning and budget processes underway 
simultaneously. Field officers negotiated with representatives of each 
of the processes, not knowing which would ultimately write the 
budget. Lépez Portillo became so frustrated with the ministry that he 
appointed an office in the presidency to preside over agriculture. 

Table 2 depicts some aspects of the evolution of the central bureau- 
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Evolution of Bureaucratic Clusters, 1958-85 
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cracy and some of the parastatals since 1958. I have broken the 
bureaucracy into five clusters that make more sense intuitively than 
the formal-legal distinctions. The guidance cluster contains those 
agencies charged with overall policy direction; the control cluster is 
made up of agencies that supervise the general population or specific 
groups (e.g., labor); the economic development group contains the 
agencies that promote growth; the social welfare agencies provide 
services such as education and medical care; and the foreign relations 
cluster manages international affairs. 

The economic development cluster has been the most troublesome 
area of the Mexican bureaucracy. Agencies argue and compete with 
regard to what kind of agricultural or trade programs to promote. 
This is not surprising, because the agencies largely carry out policy as 
defined by higher authorities. Until officials clarify the “big picture” 
and communicate it to the public and the rest of the government, one 
should expect tensions and confusion in the bureaucracy. 


Policymaking 


The bureaucracy is the most important area of politics. People who 
wish to enter politics normally find an entry-level position in the 
federal bureaucracy from which they can advance. Mexico’s bureau- 
cracy is highly statist and centralized; yet, it lacks a career service, 
with the exceptions of the armed forces, and to a lesser extent the 
finance and foreign relations ministries. It is estimated that with the 
transition from one administration to another some 100,000 jobs 
change out of three million plus bureaucrats. Needless to say, an 
enormous amount of shuffling takes place as functionaires shift jobs 
or leave the government altogether. 

In the area of administrative politics, informal groups are extraor- 
dinarily important. (That is why those who study Mexican politics 
spend much of their time doing cultural anthropology.) These infor- 
mal groups are formed over many years as rising politician-bureau- 
crats recruit talent. Called equipos or camarillas, they provide sup- 
port to individuals in different agencies, improve communications 
within and between agencies, link agencies to the private sector, and 
strengthen presidential control. Unlike its U.S. counterpart, the 
Mexican bureaucracy is highly attuned to presidential cues and 
initiatives. 
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The equipo can also facilitate successions. A presidential successor 
who boasts a strong group will enjoy a smoother transition to office 
than a weak candidate with only a diminutive and uninfluential 
group. What characterized both Lépez Portillo and de la Madrid was 
the smallness and weakness of their groups in comparison with 
previous presidents. Salinas is different. He has assembled a large 
and influential group, but most members of his group are young 
technocrats. 

Equipos can also be dysfunctional. They warehouse talent. Good 
politicians are able to gather the best talent for their teams and hold 
them because there is no merit service. Also, within groups, loyalty is 
typically valued over expertise. A person may not be a genius, but if 
he is a friend of a politician, he can keep his job. That is one reason 
that talent within the bureaucracy is uneven. Also, when a high level 
official leaves a post, he frequently takes his team with him, thus 
disrupting the agency’s operations. 

Reliance on personal groups reinforces insecurity. Much of Mexi- 
can bureaucratic politics focuses on gathering information. Bureau- 
crat-politicians usually begin their days at eight A.M. with a long 
political breakfast and do not finish their labors until after ten P.M. 
They devote many of these hours to finding out what is going on 
throughout the bureaucracy and the broader political class. 

Table 3 pulls together some data on the groups of the main con- 
tenders for the 1988 presidential succession: Bartlett, del Mazo, and 
Salinas. Other ministers also have powerful groups, for example, 
Ramon Aguirre Velazquez in the Federal District and Guillermo 
Sober6n in the Ministry of Health and Social Welfare. By and large 
the other secretaries are weaker, for they lack extensive groups. 

Salinas’s good fortune reverses the “new” conventional wisdom. 
The secretary of state planning and budget (SPP) headed the most 
powerful group. In fact, when the lists for congress were put together 
in early 1985, politicians joked that the PRI had four sectors: labor, 
peasant, popular, and SPP! The “old” conventional wisdom, i.c., 
before Echeverria, held that strong ministerial teams were helpful in 
stabilizing the succession. Echeverria encouraged efforts by Govern- 
ment Secretary Moya Palencia to assemble a large group. Then the 
president taught a lesson by choosing Lépez Portillo, one of the 
weakest of the contenders. L6pez Portillo in turn rewarded technical 
competence and keeping a low profile in his selection of de la Madrid. 
Under the “new” rules, many thought that Salinas was given so much 
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TABLE 3 


Notes on Equipos of Mexican Presidential Candidates 
(as of 1986) 


Manuel Bartlett Diaz, Secretary of Government (born February 23, 
1936; from Tabasco where father was governor for a short time un- 
der President Ruiz Cortines [1952-58]; active in PRI at an early 
age with both Carlos Madrazo and Lauro Ortega [mid 1960s]; with 
Mario Moya Palencia in Government during Echeverria period; 
rescued by De la Madrid and served as adviser in Treasury and 
SPP; General Secretary PRI in campaign; divorced, remarried). 


Party 

Enrique Fernandez Martinez—CNOP 

Mario Vargas Saldafia—former secretary for press; party delegate 
Irma Cue de Duarte—General Secretary 

Manuel Garza Gonzalez—Adjunct General Secretary 

Fausto Villagomez—Electoral Action Secretary 

Humberto Hernandez Haddad—Foreign Affairs Secretary 


Bureaucracy 

Fernando Elias Calles—Government (from Sonoran Calles family) 

Pedro Vazquez Colmenares—Government (former governor of 
Oaxaca; Director of National Security apparatus) 

Mario Moya Palencia—Ambassador to United Nations 


Deputies 

Pindaro Uriostegui Guillermo Fonseca Alvarez 
Miguel Osorio Marban Jaime Aguilar Alvarez 
José Encarnacion Alfaro juan Antonio Araujo 
José Berber Sanchez Ofelia Casillas 

Juan José Castillo Mota Wilbert Chi Gongora 
Dante Delgado Reyes Rodolfo Flores 
Osvaldo Garcia Criollo Manuel Gurria Ordofez 
Victor Hugo Islas Manuel Jiménez Guzman 
David Jiménez 

Senate 

Manuel Ramos Gurrién Celso Humberto Delgado 
Salvador Neme 
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Table 3, Continued 


Other 

Juan Maldonado (formerly in Mariano Pina Olaya-Puebla 
DDF) Fernando Gutiérrez Barrios 

Victor Liceaga—BCS (7) 


Carlos Hank Gonzalez (7) 


Carlos Salinas de Gortari, Secretary of SPP (born April 3, 1948; from 
Nuevo Leén where father was governor; economics degree from 
UNAM, graduate study at Harvard; career in SPP; director of IEPES 
during campaign; divorced, remarried). 

Party 

Antonio Murneta—Sports Secretary 


Bureaucracy 

Emilio Gamboa Patro6n—Presidential Private Secretary 
Manuel Camacho—Secretary SEDUE 

Eduardo Pesqueira—Secretary SARH 

Patricio Chirinos—SPP Coordinator of State Delegations 


Deputies 

Donaldo Colossio Blanca Esponda 
Fernando Ortiz Arana Raul Salinas Lozano 
Socrates Rizzo Marcela Gonzalez Salas 
Javier Gardufo Javier Lobo 

Other 


Rodolfo Félix Valdés—Governor Sonora 

Francisco Ruiz Massieu—gubernatorial candidate in Guerrero 
Genero Borrego—Governor Zacatecas 

Jorge Trevifio Martinez—Governor Nuevo Leon 


Alfredo del Mazo, Secretary of SEMIP (born December 31, 1943; 
from State of Mexico where father was governor during sexenio of 
Adolfo Lépez Mateos [1958-64]; early career in private sector 
[banking]; Treasury; Director Banco Obrero under Lépez Portillo; 
Governor of State of Mexico; ties to army, labor). 





(Continued) 
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power under de la Madrid in exchange for his chances in the succes- 
sion. Salinas will be the fist president in modern times who has the 
chance to “govern” during two sexenios. 


Reform Efforts 


De la Madrid concentrated on four areas of administration reform. 
One was to improve policy coordination, especially in planning and 
budgeting. The government has registered advances in these areas by 
consolidating reforms in the Ministry of Planning and Budget (SPP), 
under the leadership of Salinas. Essentially, the emphasis has been 
shifting to budgeting as opposed to planning, and four “super bud- 
geters” created within SPP to oversee extensive sectors of the bureau- 
cracy have improved ceordination. 

The second reform involved expanding the merit personnel ser- 
vice. Mexico has partial career services in finance and foreign rela- 
tions and an extensive one in defense. The government needs greater 
expertise and continuity in the rest of the public sector, and a general 
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career service could contribute much in this regard. However, such a 
reform would limit the patronage the system can convey and reduce 
the circulation of office-holders that helps stabilize power. In this way, 
a career civil service would circumscribe the chief executive's freedom 
of action. Thus, modernization threatens the centerpiece of the Mexi- 
can presidential system. The reform initiative, also under the aegis of 
SPP, apparently has died. 

Mexico is one of the most highly centralized systems in the world, 
and the third area of reform is decentralization of federal agencies 
and programs to states and cities. Since 1929 the tendency has been to 
centralize power, and there are a number of cultural norms that 
reinforce this bias. There are also counter-themes in Mexican history. 
One of these is the importance of the municipio and also, at least in 
campaign rhetoric, the importance attached to federalism. 

Lépez Portillo, and then later de la Madrid, made efforts to decen- 
tralize power. Lépez Portillo introduced the Single Coordination 
Agreement (Convenio Unico de Coordinacién, CUC) with the state 
governors. It meant that the president hammered out with the state 
governors a variety of different programs at one time. (In my view, 
the CUC actually strengthened presidential power by removing sec- 
retaries from negotiations. ) 

Lépez Portillo also pushed to strengthen decentralization in the 
agricultural area through the Integrated Rural Development Pro- 
gram (PIDER), a program that continues in reduced form to the 
present. Productivity versus equity and authenticity remains a critical 
policy debate in Mexican agriculture. The farm cooperatives (called 
ejidos) enjoy a sacred status even more exalted than does social 
security in the United States. However, the ejidos are less productive 
in most cases than private holdings. PIDER, which was supported by 
the World Bank, sought to increase productivity and improve welfare 
in the rural areas. It remains for the Mexican government to confront 
the seemingly intractable problem of creating equitable and produc- 
tive arrangements in the farm sector. 

With de la Madrid, several significant laws to promote decentraliz- 
ation were approved and revenue sharing was apparently expanded. 
Also, to revitalize the municipio the president has placed remarkable 
emphasis on changing its juridical status to give it greater strength 
under state law. He has attempted, as well, to secure more financing 
for the local entities. In addition, he has preserved and tried to 
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strengthen the CUC, now renamed the Single Development Agree- 
ment (Convenio Unico de Desarrollo, CUD). With respect to re- 
gional development, this government has promoted several areas: 
Chiapas and Tabasco in the Isthmus of Tehuantepec, Colima on the 
west coast, and the northern border zones. Finally, de la Madrid has 
singled out two especially important programs—public education and 
health—as vehicles for decentralization. The goals with respect to 
education are both political and administrative, while in the area of 
health they are largely administrative. The education program seems 
to have lost its momentum; more has been done with health. None- 
theless, not much can be ascertained about progress on these fronts 
until this government leaves office. 
The fourth reform is keyed on improving the efficiency of the 
welter of government industries and services known as parastatal 
. More than 900 of these agencies were inherited by de la 
Madrid, who claims to have cut that number to the mid-600s. It is 
especially important to improve efficiency in this sector, because 
many of these companies—for example, Pemex (petroleum), Fer- 
timex (fertilizers), and Sidermex (iron and steel)—provide basic in- 
puts for both public and private sector firms. Figure 3 identifies some 
problems in parastatal efficiency. Much remains to be done here, but 
the government lacks the funds in many cases to modernize and 
improve public firms. How ironic that even to privatize parastatals, 
they must be improved enough to attract private-sector buyers. Im- 
provements cost a great deal, and other priorities must be met from 
budgets already strapped by austerity and debt. 


Conclusion 


The Mexican federal bureaucracy has evolved under a model of 
import substitution which supported a strong presidential syste;" o>’ 
could tolerate high levels of inefficiency. That bureaucracy 
changed so that it can reinforce an outward-looking model, ww. . . 
presidency delegating some of its powers to other actors. The most 
important changes must come first at the macro level, that is, in 
finding acceptable solutions to questions of trade, investment, and 
the role of the state in the economy. 
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The de la Madrid government has introduced in tentative fashion 
reforms of the federal bureaucracy and has managed a government of 
transition to a more outward-looking approach. As we have seen, the 
reforms in policy coordination have proceeded well. The areas of 
merit system, decentralization, and parastatal efficiency, however, 
have lagged. 

As the architect of economic policy during 1982-87, Salinas ap- 
pears closely wedded to modernization and closer integration of the 
Mexican economy with the world trading system. Even if the de la 
Madrid reforms only mark time during the succession period, one 
should expect renewed efforts toward promoting efficiency in the next 
administration. 
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Electoral Trends 


M. Delal Baer 





Conventional wisdom holds that the electoral process is peripheral to 
the real business of Mexican political life. Traditionally, elections 
served a celebratory function, ratifying without fail the rule of the 
dominant party, the Institutional Revolutionary Party (PRI). Indeed, 
the PRI has won every presidential, gubernatorial, and senatorial 
election since 1929. The very predictability of Mexican elections 
would seem to indicate their essential irrelevance to the political 
process. Even as a legitimating mechanism, elections have been 
eclipsed for many years by the social concerns and revolutionary 
mythology of the regime. The true locus of power has resided in the 
powerful Mexican presidency, a six-year office without possibility of 
reelection. 

However, changes in the dynamics of Mexican politics have given 
new meaning to the electoral process. Thirty years of social and 
economic development have transformed society and generated new 
challenges for Mexican leadership. Chief among these challenges is 
the demand for the modernization of the political system. Since 1982 
electoral democracy has become a passionate theme in Mexican 
political discourse. Today Mexico is experiencing a crisis of participa- 
tion in which established modes of political life are being intensely 
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questioned. What began as a financial crisis in 1982 has acquired 
deeper political dimensions with important implications in the elec- 
toral arena. 


Traditional Modes of Political Participation 


Important changes are afoot in the structure of participation and 
legitimacy in the Mexican polity. Political participation traditionally 
was ordered along corporatist lines, with the state assuming a tutelary 
role in organizing and directing Mexican social and political life. In 
this context, the PRI has functioned as an all embracing directorate, 
incorporating three mass-based, organized constituencies: the Con- 
federation of Mexican Workers (CTM) representing labor, the Na- 
tional Peasant Confederation (CNC) representing the peasantry, and 
the Confederation of National Popular Organizations (CNOP) repre- 
senting professionals. 

As envisioned by President Lazaro Cardenas (1934-1940), the 
structuring of the party along sectoral lines would promote internal 
democracy and interest representation. The corporatist model of 
participation was consistent with the ideals of the Mexican revolution 
and an important principle of revolutionary legitimacy. Indeed, many 
observers view corporatist interest representation and party organi- 
zation as a viable alternative model of “social democracy,’ making 
electoral models of participation secondary. The revolutionary state 
was impelled to center stage and electoral models of participation 
relegated to the wings. 

This traditional political formula has been complemented by a 
series of implicit pacts between the state and the principal actors in 
society, with constituents negotiating political loyalty for benefits. 
Labor furnished votes and social control in exchange for economic 
rewards, seats in congress, and governorships. Peasants provided 
loyalty in exchange for land and credit. The middle classes found 
professional opportunities in an ever-expanding state bureaucracy. 
Business elites agreed to stay out of politics in exchange for a secure 
investment climate. A process of conciliation within state and party 
structures harmonized these pacts. 

In addition to its corporatist style, the Mexican single party state 
has rigorously maintained the trappings of political liberalism derived 
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The Mexican Electoral System 


President 
The president serves for a six-year term and may not be 
reelected; there is no vice-president. 


The presidential nominee of the PRI is selected by the 
president, which means, in effect, because of the predominance of 
the PRI, that the president selects his own successor. 


The president is elected by direct popular vote. (In 1982 de la 
Madrid received 75 percent of the 24 million votes cast. In 1976 
Lépez Portillo received almost 95 percent of the votes cast.) 


Legislature 
Lower house (500 deputies)}—3-year terms, no reelection 
© 300 selected by majority vote in local constituencies 
@ 200 selected on basis of proportional representation from lists 
of regional minority parties 
Upper house (64 members)—6-year terms; no reelection 
®@ elected by direct popular vote 


Purpose of Elections 


The president and most other national officers are not selected 
through elections, rather they are selected through the PRI 
nominating process. Elections serve the purpose of 


® conveying the image of Mexico as a democracy, 
@ maintaining continuity with the origins of the revolution, 
@ taking soundings of public opinion in various areas, 


@ providing an opportunity for citizens to become involved in 
the political process, and 


enabling each president to get to know the country and the 
country to get to know him. (During his campaign de la 
Madrid travelled 100,000 kilometers and attended some 2,000 
meetings; he went to every state, forming alliances with state 
and local officials.) 
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from its revolutionary and nineteenth century constitutionalist tradi- 
tions. The formalities, if not the essence of the separation of powers 
and elections, have been well guarded. One example of vestigial 
liberalism is Mexico’s elective presidency. The chief executive has 
almost unlimited power during his six years in office, yet in a key 
concession to constitutionalism, Mexican presidents without fail step 
down to an elected successor. The election of a new president every 
six years institutionalizes both the precept of “no reelection” and the 
peaceful transmission of power through an electoral exercise. 

Mexican elections maintain the form but not the function of elec- 
tions in the classical liberal context. In Mexico the sexennial cycle 
serves to circulate elites and share the spoils of power, a tribute to 
Mexican traditions of caciquismo rather than liberal democracy. 
Nonetheless, the fact that the new president invariably belongs to the 
PRI, does not minimize the achievement of solving the succession 
problem. Mexico’s blend of constitutionalism and single party rule 
has avoided the pitfalls of immobilisme, personalized dictatorships, 
and the instability that characterizes most authoritarian leadership 
transitions. 

Since 1982, there have been signs that the fundamental patterns of 
State-society interaction are shifting from corporatist to electoral 
models of participation. Increasingly, Mexican citizens see electoral 
democracy as an alternative paradigm of political life, competing with 
corporatist models of participation. Thus far, Mexico’s unique politi- 
cal arrangements have displayed remarkable residual strength and 
have successfully resisted hemispheric trends toward electoral de- 
mocracy. Though Mexico may not ultimately follow the example of its 
Latin American neighbors, elections have become an important 
gauge of deeper changes in Mexican political development. 


The 1982 Crisis and Political Liberalization 


The events of the 1982 Mexican crisis are crucial to understanding 
recent electoral changes. In particular, five dimensions of the 1982 
crisis have combined to unleash accumulated systemic stresses and 
trigger electoral repercussions. 

First, following the scandal-plagued administration of José Lopez 
Portillo, the issue of corruption and “moral renovation” dominated 
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the agenda and undermined the legitimacy of the political system. 
“Voting the rascals out” became a means by which the man on the 
street punished the PRI for past abuses. The depth of public anger 
became visible when opposition candidates won seven mayoral posi- 
tions in 1983 state and local elections. These 1983 protest votes 
prompted a broader rethinking of Mexican political life. Regime 
critics believe that electoral options are a corrective that could intro- 
duce accountability into the political system. The idea of electoral 
checks to the excesses of a quasi-monarchical presidency entered the 
Mexican political debate. 

Second, the 1982 bank nationalization upset the traditional balance 
between the state and the private sector. Important elements of the 
business community expressed their anger by financing conservative 
opposition party campaigns. Many of these same entrepreneurs mis- 
trust the ability of democratic institutions to provide a stable business 
environment. Nonetheless, important business leaders now argue 
that electoral counterweights to the PRI are the only guarantee 
against capricious swings toward populism in the economic arena. 

Third, the debt crisis revealed a deeper crisis of the Mexican 
economic development model. That model, which relied upon pro- 
tected markets and import substitution had grown increasingly ineffi- 
cient, insulated from global standards and dependent upon external 
support. The subsequent restructuring toward international compet- 
itiveness and scaled down state economic activities has profound 
implications for the Mexican political model. Six years of austerity 
and federal budget cuts have reduced the state's ability to deliver 
patronage benefits to traditional labor and peasant constituencies. 
Economic liberalization has brought greater pressures for political 
liberalization in its wake. In times of scarcity, the PRI may be forced 
to embrace electoral, rather than economic means of self- 
legitimation. 

Fourth, the conservative economic pragmatism of the Miguel de la 
Madrid Hurtado administration and the nomination of Carlos Salinas 
de Gortari, a like-minded technocrat, has exacerbated ideological 
fissures within the PRI. In desperation at their exclusion, a dissident 
left-wing faction of the PRI calling itself the Democratic Current 
hoisted the banner of democracy as a means of expressing discord. 
Having failed to influence party policy from within, Porfirio Mufioz 
Ledo, former PRI president and Cuauhtémoc Cardenas, the son of 








40 THE GOVERNMENT 


Mexican political icon Lazaro Cardenas, defected to the ranks of the 
electoral opposition. Thus, a crisis of the PRI's ideological identity 
and a failure to placate internal factions have further spurred political 
competition in the electoral realm. 

Fifth, Mexican society itself is changing, becoming increasingly 
urban, educated, and modern. New social actors, in particular the 
middle classes, are engendering profound transformations in the 
nation’s civic culture. Sophisticated middle class constituencies balk 
when urged to take part in traditional PRI rallies of well orchestrated 
displays of enthusiasm. One of the remarkable features of Mexican 
political behavior in the 1980s is the emphasis placed on the pro- 
cedural norm of electoral democracy as a value in and of itself. This is 
especially evident in the northern tier of states, where a mobile and 
modern population continually observes U.S. democratic practices. 
The example of an entire generation of Latin American authoritarian 
regimes yielding to democratic government has led the more edu- 
cated and informed to ask themselves, ““Why not here?” 

In short, the basis of Mexican legitimacy is shifting from an omnip- 
otent patronage state to the vote and from a material exchange of 
loyalty for benefits to a contest of programs and ideas. A portion of 
the Mexican population is moving from a petitionary, directed style of 
politics to a model based on choice and rights. There is a certain 
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historical irony in Mexico's rediscovery of classical liberal thought. 
Mexico was the first nation to undergo a modern twentieth century 
social revolution with the attendant development of a single party, 
welfare state. Now, in the late twentieth century, Mexico has redis- 
covered nineteenth century liberal ideas such as limited government, 
a strong civil society, and electoral democracy. It is unclear how 
Mexico's traditional political arrangements will accommodate a new 
civic culture and new pressures in the electoral arena. 


Electoral Trends and the Decline of the PRI 


The electoral arena has been the first to register the cumulative 
impact of Mexico’s multiple crisis. An analysis of electoral trends 
reveals a gradual, continuous erosion of support for the PRI: down 
from a comfortable 80 to 90 percent of the vote in the 1961-1970 
period to 65 to 69 percent in the 1982-1985 period. Support for 
opposition parties has increased during the same period. The conser- 
vative National Action Party (PAN) has been the principal benefici- 
ary of discontent, enlarging its support in presidential elections from 
7 percent in 1961 to 17.5 percent of the vote in 1982. As indicated in 
Table 1, support for all left parties combined, which reached only | to 
3 percent during the 1961-1976 period, increased to approximately 
10 percent of the vote by 1979. The principal challenge facing PRI's 
leaders will be how to manage electoral declines without losing con- 
trol over crucial posts in the political apparatus. 

Until recently, the PRI accepted an erosion in its overall national 
percentage of votes cast rather than suffering individual electoral 
losses. Thus, in the 1985 mid-term congressional and gubernatorial 
elections, the PRI's national vote dipped to 65 percent without incur- 
ring any major electoral losses. In spite of the 1985 decline, the ruling 
party did not lose a single gubernatorial race; it regained important 
municipalities; and only ten plurality districts out of a total 300 single- 
member congressional seats fell to opposition candidates. 

The crushing PRI victories of 1985 were made possible by two 
factors: first, the careful distribution of losses across districts through 
the plurality (winner-take-all) system; and, second, a fragmented 
opposition, which fielded nine parties in 1985. The congressional 
elections in Mexico City provide an excellent illustration of managed 
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1961-1985 (Single-Member Districts) 


° 








(in percents) 
PAN PRI PPS PARM PDM PSUM PST PRT PMT 
1961 7.6 90.2 1.0 5 — — —_ _ _ 
1964 11.5 86.3 1.4 7 — — _ _ _ 
1967 12.4 83.3 2.8 1.3 -—— — _ _ _ 
1970 13.9 80.1 1.4 8 — — —_ _ ~ 
1973 14.7 69.7 3.6 1.9 — — a _ — 
1976 8.5 80.1 3.0 2.5 — — _ —_ 
1979 10.8 69.7 2.6 1.8 2.1 49 2.7 _ —_ 
1982 17.5 69.3 1.9 1.4 2.2 44 1.8 1.3 — 
1985 15.5 65.0 2.0 1.7 2.7 3.2 2.5 1.3 1.5 


Note: Excludes the PNM. which won 0.28% of the vote in 1961. and PSD. which won 


0.19% im 1982 


Source Federal Electoral Commission 
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decline without losses. The PRI's total Mexico City vote dropped 
below 50 percent in 1982 and 1985. Nonetheless, out of Mexico City’s 
forty congressional districts, the official party acknowledged the loss 
of only one seat in 1982 and none at all in 1985. Pluralities were 
claimed in every congressional district, a claim made more plausible 
given the fractured nature of the Mexican opposition. Conceivably, 
the PRI could continue to win all forty districts with an ever decreas- 
ing percentage of the total vote as long as the party captured one vote 
more than any other party in every district. This logic extends to the 
national level. 

At first glance, the PRI's 1985 national vote of 65 percent seems a 
comfortable majority. But if the percent of support continues to 
diminish, the PRI will become a party possessed of a plurality, rather 
than a majority. Table | reveals that the PRI has dropped ten percent- 
age points every ten years, from 90.2 percent in 1961 to 80.1 in 1970, 
to 69.3 in 1982. Furthermore, it is important to remember that 
national figures tend to mask pockets of greater decline. 

When overall trends are broken down, it becomes apparent that 
PRI support has decayed at a more rapid rate in those areas that are 
most urban, industrialized, and modern. As of the 1985 mid-term 
elections, the PRI was no longer a majority party in the highly 
industrialized and urban Mexico City area and Baja California, 
where it won 42.6 and 46.5 percent of the vote respectively. It is close 
to losing its majority in the urban, industrialized states of Chihuahua, 
Jalisco, and Mexico, where it won 52.1, 54.7, and 56.4 percent of the 
vote respectively. In these critical areas, the PRI runs from 10 to 15 
percentage points below its national average of 65 percent of the vote, 
as demonstrated in Table 2. At the same time, PRI's vote is highest in 
south central, rural states such as Campeche, Chiapas, Quintana 
Roo, Zacatecas, Tabasco, Guerrero, Colima, Tlaxcala, Hidalgo, and 
Yucatan. 

This pattern of urban weakness is repeated within individual 
states. The PRI consistently wins almost 20 percent more votes in 
rural districts than in urban congressional districts. Urban districts 
prove more competitive and favorable to opposition efforts, in partic- 
ular, those of the PAN. Additional research suggests that the social 
base of PRI support consists principally of the poorer strata of peas- 
antry and the bulk of the unionized labor force, the two sectors most 
susceptible to corporatist control. It appears that the PRI may no 








TABLE 2 


Distribution of Party Vote by State, 1985, Chamber of Deputies 











PAN PRI PPS PDM PSUM PST PRT PARM PMT 
Aguascalientes 15.74 78S 49 345 260 29 wD 2% 
Baja California 23.93 456 274 141 23% $49 #163 Lil 83 
Baja California, Sur 17.52 67.9% 95 78 1.70 157) 3.86 % Lil 
Campeche 3.03 8948 8 BO 3 DM 92 06 Bb oO 
Chiapas 3.61 899.60 1.56 $2 112 129 4! 8B 22 
Chihuahua %O01 $2.12 57 32 1.63 62 2.04 2 10 
Coahuila 2.20 6.03 & wD 141 3.24 22 18) 19 
Colima 986 82.29 S3 179 109 #165 101 37 LB 
Federal District 21.89 4265 250 33 702 3389 3.19 1.72 4.59 
Durango 26.22 66.38 #77 61 146 1.70 29 SM 64 
Guanajuato 19.09 3969 72 #1558 B81 2.58 24 AaB 2 
Guerrero 3.56 8702 4S 1.10 307 157 49 92 «(AS 
Hidalgo 5.27 80.27 1.82 $2 122 5.65 67 128 
Jalisco 22.57 34.77 1.14 $33 3.94 141 61 103) 3.21 
México 16.44 5643 284 3.72 $22 293 #+%2S3 145 2.70 
Michoacan 15.09 734 1.16 SS 1.73 145 23 23 5s 
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Table 2, Continued 





PAN PRI PPS PDM PSUM PST PRT PARM PMT 








Morelos 10.42 67.38 1.07 2.30 2.36 3.43 £2.63 1.21 .67 
Nayarit 3.00 79.57 1.85 1.31 7.55 .75 34 64 1.70 
Nuevo Leon 23.13 72.21 .32 .25 49 43 14 43 03 
Oaxaca 3.89 82.19 5.41 32 «1.81 1.84 32 3.20 .24 
Puebla 12.84 74.74 1.26 100 1.53 1.38 57 .68 .63 
Querétaro 14.70 76.66 45 1.70 69 53 19 .63 59 
Quintana Roo 2.27 85.18 1.31 89 9 §«1.26 .62 1.19 .06 
San Luis Potosi 11.21 81.01 59 2.97 82 .78 21 54 13 
Sinaloa 17.90 70.51 93 42 3.62 54 36 29 =1.28 
Sonora 25.28 68.30 .66 27 .73 91 .67 82 .20 
Tabasco 2.38 88.04 2.59 90 715 2.67 82 .70 42 
Tamaulipas 7.11 68.15 46 1.58 2.04 .86 24 #8 14.06 62 
Tlaxcala 4.28 84.04 1.83 4.75 1.32 1.36 41 .76 21 
Veracruz 6.82 63.22 6.19 2.79 4.60 7.22 = 1.25 3.19 .72 
Yucatan 13.09 83.48 35 .22 52 .26 Al 37 10 
Zacatecas 8.18 84.49 53 100 3.43 52 31 44 12 


Source: Federal Electoral Commission. 
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longer command a decisive majority of urban middle- and upper- 
middle-class voters. PAN support is strongest among the urban upper 
and middle classes, who look askance at traditional mechanisms of 
political control. Although receiving very little rural support, the 
PAN does win some backing among the urban working class. The 
intellectual and university communities tend to champion leftist par- 
ties, although modest electoral support can also be found among the 
urban and rural poor. Thus, over the long run, the PRI is failing to win 
the future; namely, the loyalties of the most educated, urban, and 
economically advanced sectors of society. 

There are several implications of these trends. Electoral weakness 
in urban districts defies the logic of an equally distributed pattern of 
decline across the board. In those urban states and districts where 
PRI declines are most pronounced, decline without political losses 
defies common sense. Sooner or later, real losses must result. Espe- 
cially likely are continued opposition challenges at the mayoral level, 
where voter activism and a willingness to engage in confrontational 
politics runs high. The trend also augurs increased electoral chal- 
lenges in urban congressional districts. However, Mexican voter in- 
volvement and activism in congressional contests is traditionally 
weaker than in municipal races. Thus, it is mayoral, rather than 
congressional elections that are likely to be the most heated source of 
contention. 

A distinctly regional component to electoral trends became acutely 
evident when, in 1982-1983, disaffected voters helped conservative 
opposition candidates win mayorships in the northern state capitals of 
Hermosillo, Durango, Chihuahua, San Luis Potosi, and Guanajuato, 
as well as the cities of Ciudad Judrez and Ciudad Obregon. In the 
northern states of Baja California, Coahuila, Chihuahua, Jalisco, 
Nuevo Leon, Sinaloa, Sonora, and Tamaulipas, the opposition vote 
has consistently averaged close to 30 percent of the vote in every 
national election since 1979. Additionally, opposition sentiments are 
a persistent vestige of the Cristero Wars of the 1920s in the west 
central or Bajio region of Mexico. Electoral opposition is less divided 
in this region, making plurality victories more likely. A concentrated 
northern opposition force will complicate the PRI strategy of man- 
aged global electoral decline without losses. In particular, the ques- 
tion of mayors and governorships has become, and promises to con- 
tinue being, especially acute. 
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High abstention rates also reflect an erosion of confidence in the 
electoral system. As indicated in Table 3, abstention hovered between 
30 and 35 percent of the registered electorate from 1961 to 1970. By 
1973 abstention approached 40 percent, and, by 1985, abstention 
increased to almost 50 percent. Mexican abstention rates are noticea- 
bly higher during mid-term and local elections than in general elec- 
tions, a pattern that is consistent with other nations. Table 4 displays 
striking regional patterns of abstention, which reached more than 50 
percent in northern states and descended to 40 percent in southern 
states during the 1985 mid-term elections. To the extent that absten- 
tion tends to accompany a higher opposition vote, the argument that 
abstention reflects voter alienation is reinforced. 


Trends in Mass Mobilization and Electoral Protest 


Statistics do not tell the entire story of a rapidly changing Mexican 
electoral scene. The reliability of Mexican election data is question- 
able precisely in those northern and urban areas where disputes arise. 
Official election results may understate the rate of PRI decline in 
urban and northern areas. Indeed, the credibility of the entire elec- 
tion process, from registration lists, polling practices, and vote tab- 
ulation has been damaged by charges of officia! tampering and fraud. 
Thus, data trends should be complemented by an analysis of events 











TABLE 3 
Mexico: National Abstention, 1961-1985 
(in percents) 
Annul Abstain Annul Abstain 
1961 31.7 1976" 5.7 38.0 
1964° 33.4 1979 5.9 50.7 
1967 37.7 1982" 0.4 43 
1970* 3.9 35.8 1985 4.6 49.5 
1973 10.0 39.7 


*Indicates presidential clections 
Source: Federal Electoral Commission 
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TABLE 4 
Mexico: Abstention by State, 1985 
(in percents) 

Ten Highest Abstention Rates Ten Lowest Abstention Rates 
Coahuila 68.29 Quintana Roo 26.89 
Michoacan 64.33 Aguascalientes W.82 
Chihuahua 61.33 Tlaxcala 32.57 
Guanajuato 59.71 Campeche 34.3% 
Sonora 58.97 Querétaro 35.53 
Veracruz 58.76 México 39.98 
Guerrero 58.31 Nuevo Leon 40.81 
Durango 54.90 Oaxaca 41.33 
Sinaloa 54.55 Chiapas 41.35 
Tamaulipas 52.83 Baja California 42.13 


Source: Federal Electora Commission 





which may be harder to quantify, but are ultimately just as revealing. 
Especially noteworthy is the emergence of mass protest during urban 
and northern contests. Mexican elections have always been prey to a 
certain amount of turmoil, classically involving local intra-PRI com- 
petition for a nomination. However, since 1982, the intensity, fre- 
quency, and location of disputes suggests a qualitatively different 
phenomenon. 

While mass violence and the generalized destabilization of elec- 
tions have not come to pass, there is no doubt that the deliberate 
adoption of civil disobedience and aggressive mobilization tactics by 
opposition parties has introduced a new element into elections. Most 
disturbances since 1982 can be traced to charges of electoral fraud and 
were limited to the municipal level or a congressional district. Some of 
the more significant reports of moderate to large-scale disturbances 
specifically tied to electoral events during the de la Madrid presidency 
occurred in the following cities and states: Juchitan, Oaxaca, in 1982; 
Monclova and Piedras Negras, Coahuila, in 1984, 1986, and 1987; 
Puebla, Puebla, in 1983; Monterrey, Nuevo Leon, in 1985; Agua 
Prieta, Sonora, in 1985; Durango, Durango, in 1986; San Luis Potosi, 
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San Luis Potosi, in 1986; San Juan de los Lagos, Guanajuato, in 1986; 
Lagos de Moreno, Jalisco, in 1986; and Chihuahua and Ciudad 
Juarez, Chihuahua, in 1986. 

While this does not purport to be a complete reporting of all major 
election-related protests, six points emerge from scanning the most 
significant events. First, in the 1980s, the mass election protest in the 
largely urban, northern and Bajio states parallels the PRI's electoral 
decline in urban and northern areas. Second, protest is most common 
on the municipal level. Moreover, in the cases of Monterrey and 
Chihuahua, it is expanding to the state and regional level, where 
opposition demonstrations were directed at claiming gubernatorial 
victories. Third, the participation of 20,000 to 50,000 in protests in 
Monterrey, San Luis Potosi and Chihuahua reveals that demonstra- 
tions are attracting ever larger numbers of participants. Many surmise 
that even these rallies reveal only the tip of the iceberg of public 
dissatisfaction with PRI rule. 

Particularly dramatic were events in the state of Chihuahua, where 
tens of thousands of dissidents systematically shut down international 
bridges and blocked major highways. Mass civil disobedience in that 
State tied down an estimated 10,000 state law enforcement and fed- 
eral army forces. Spontancous chants of “Barrio si, Baeza no” (refer- 
ring to PAN candidate Francisco Barrio and PRI candidate Fernando 
Baeza) persistently haunt PRI governor Baeza over a year after the 
election. Reportedly, Baeza is unable to make public appearances 
without encountering painful reminders of his party's dubious status 
in the hearts of the Chihuahuan electorate. Even attempts at quiet 
meals in the state capital's finer restaurants are apt to end in dinner 
patrons tapping the rhythmic refrain of rejection with their silverware 
on water glasses. 

The fourth point is that the well articulated and purposeful election 
protests suggest a relatively sophisticated and politicized electorate. 
The electoral process is providing ordinary citizens with the experi- 
ence of self-directed rather than state-directed participation. For 
example, the electoral activism of independent civic associations such 
as the national women’s organization, ANCIFEM, revealed the sur- 
prising vigor of Mexican civil society. Similarly, citizens took emer- 
gency relief actions into their own hands with remarkable energy 
during the Mexico City earthquake. A heightened awareness of polit- 
ical alternatives to single party rule is implicit in these defiant displays 
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of citizen empowerment and disdain for official authority. Yet, the 
restraint and respect for law visible in opposition rallies suggests 
admirable maturity in the face of frustrating official recalcitrance. 

The final point is that protest activities are increasingly organizing 
tactical alliances among opposition forces across party lines and in- 
volving a variety of social players, from the Catholic Church to 
businessmen. The most recent such development is the formation of 
the Democratic Assembly for Effective Suffrage in October 1987. 
Taking the Philippine revolution as its model, the assembly brings 
together ideologically hostile parties, prominent intellectuals, and 
members of the business community to coordinate efforts to monitor 
election activities on a national level. 

Perhaps the fact that citizens have had some experience with pro- 
tests portends future activism. Yet, the tough PRI stance in the face of 
election protest has tired and disheartened all but the most dedicated 
activists. Further, while election-related protest is expanding from the 
municipal to the gubernatorial level in the northern states, formidable 
obstacles deter both regional and nationwide mobilization. Deficien- 
cies of opposition party infrastructure impede coordinated efforts, 
while media censorship keeps possible contagious effects in check. 
Finally, Mexico City, the beast of 18 million inhabitants that all fear to 
awaken, lies politically dormant. Thus, barring a politically galvaniz- 
ing economic catastrophe, demonstrations are unlikely to affect the 
outcome of the 1988 presidential elections. Rather, the force of 
popular protest may reemerge in the next round of post-1988 guber- 
natorial races. 


Electoral Reform and Trends in the Legislature 


The reform of electoral laws has been a regular feature of Mexican 
politics, responding to a periodic need to defuse and direct political 
Opposition into manageable channels. Mexican political reform has 
been a paradoxical process of controlled relaxation of restrictions and 
limited electoral competition, designed to generate an appearance of 
“opening” without jeopardizing PRI political control. The reforms 
have been pragmatic and designed to legitimate PRI dominion by 
stimulating limited opposition and offering a safety valve for venting 
Opposition sentiments. 








Electoral Trends 


Electoral reform has tended to focus upon two initiatives. To begin 
with, reform has facilitated the formation of new parties. PRI's 
strength in the years following the revolution proved so overwhelming 
that it has been necessary to resuscitate failing opposition parties and 
preserve the appearance of a competitive party system. Political 
authorities encouraged party formation through a variety of electoral 
mechanisms that include Proportional representation. 

However, although anxious to legitimate its own electoral victories 
by stimulating the appearance of opposition, the regime did not have 
an interest in encouraging the formation of strong opposition parties. 
Proportional representation has conveniently diluted Opposition 
strength by encouraging the survival of “micro-parties,”’ cach com- 
peting for the relatively small opposition vote. Many of these micro- 
parties are dependent upon subtle forms of government assistance in 
order to survive, making them susceptible to pressure and manipula- 
tion. Known as satellite, or “palero” parties, they provide reliable 
support and voting control to the PRI on key regulatory bodies such 
as the Federal Electoral Commission, which regulates election 
procedures. 

Further, the authors of electoral reform have concentrated on 
directing the energies of the opposition on obtaining representation 
in the legislature. The designers of reform have strategically con- 
ceded those political “spaces” that provide maximum visibility but 
that have little real impact on PRI control. Given its history of single- 
party domination and the lack of a tradition of separation of powers, 
the Congress has never been a vital source of policy initiative. It 
thereby constitutes political terrain that caa safely be conceded in 
measured amounts without endangering PRI control over the policy 
apparatus. 

Mexico has experienced four major political reforms since it ex- 
tended the vote to women in 1954 and to cighteen-year-olds in 1970. 
President Adolfo Lépez Mateos launched the first major experiment 
in political reform in the aftermath of the nationwide, highly politi- 
cized rail and teacher strikes in 1963. The reform provided that any 
party that won 2.5 percent of the national vote would automatically be 
awarded five deputies in the national Congress. An additional deputy 
would be awarded for every additional 0.5 percent of the national 
vote. This initial reform had limited success. Between 1964 and 1970, 
most parties were unable to muster the critical mass of voters to attain 
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even token representation in Congress. In 1964 the representation of 
all opposition parties in Congress combined amounted to only 35 
seats out of a total of 210. 

President Luis Echeverria Alvarez initiated a second round of 
reform in 1973. This opening was, like the 1963 change, a response to 
a political crisis. The 1968 student rebellion and the Tlatelolco massa- 
cre traumatized the nation and caused the PRI to reexamine the base 
of its political support. Urban terrorism and rural guerrilla activity 
raised the specter of destabilization. Thus, Echeverria’s opening was 
an invitation to insurgents to participate legally in political institu- 
tions. The reform addressed the perennial weakness of the Mexican 
party system by reducing the threshold percentage for legislative 
representation to 1.5 percent, lowering the membership require- 
ments for official registration, and providing governmental support to 
fledgling parties. The reform weakened radical movements by entic- 
ing their adherents out of the hills and incorporating them into the 
party system; of the seven new parties thet surfaced from 1973 to 
1976, all were of the left. 

In spite of efforts to invigorate the party system, the PRI candidate 
in the 1976 presidential election, José LOpez Portillo, ran without an 
opposition candidate due to PAN schisms. Lopez Portillo sponsored a 
third reform in 1977, restructuring Congress and the electoral system 
in order to expand opposition party representation. The lower house 
of Congress, the Chamber of Deputies, was divided into a two-tiered 
system—with 300 seats elected in winner-take-all single-member dis- 
tricts and 100 seats chosen on a proportional representation basis. 
The reformers created the 100 proportional seats with the explicit 
intention of offering easy access to minority parties to the national 
legislature. In order to guarantee that minority parties would have 
exclusive access to the proportional seats, the statute provided that 
any party (in practice the PRI) that won 60 or more seats in the 
plurality districts could not receive proportional seats. 

Additionally, the 1977 reform facilitated the formation of new 
parties by creating a category of “conditional registration” which 
required only that a party demonstrate four years of activity as a 
regional political organization or one year as a national political 
organization before registration. Definitive registration could be 
achieved by either attaining 1.5 percent of the vote or demonstrating 
party membership of at least 65,000 adherents. The allocation of free 
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television and radio time ensured greater public and campaign expo- 
sure for all registered parties 

The cumulative impact of the reform process was most visible, as 
intended, in the realm of party formation and in the congressional 
arena. The combination of Echeverria’s opening to the left, the 
creation of 100 proportional seats in the legislature, and the introduc- 
tion of low thresholds for representation had, by the 1985 mid-term 
elections, helped spark the formation of eight opposition parties. The 
proliferation of opposition parties damaged the overall credibility of 
the electoral system, for many of the newly-recognized political orga- 
nizations were obviously feeble and semi-fictional. 

The reforms increased opposition representation in the Chamber 
of Deputies. Opposition presence in the legislature was negligible 
until 1964, when the first effects of the 1963 reform were felt. The 
second notable leap in opposition presence in the Congress came in 
1979, reflecting the effects of reserving by law one-fourth (100) of the 
seats in the legislature for minority parties. (See Table 5.) Focusing 
attention on the legislature has the effect of distracting opposition 
attention from potentially more disruptive political objectives, such 
as winning gubernatorial and municipal posts. 

The genius of Mexico's first three major political reforms was the 
ability to turn controlled electoral competition into a stabilizing fea- 
ture of the PRI system. The strategy was summed up by the architect 
of the 1977 reform, the late Jesis Reyes Heroles, who declared that, 
“what resists, supports.” Electoral opposition, in limited doses, rein- 
forced PRI victories. Further, the reforms enabled Mexico to defuse 
the guerrilla insurgencies of the 1960s and 1970s. As one high-placed 
PRI politician declared, “We have no insurgency; the insurgents are 
all in the Congress.” The costs of reform were minimal in terms of 
electoral losses compared to the benefits of increased regime legit- 
imacy and stability. 

Nevertheless, the process of reform has altered political expecta- 
tions. Political reform, which has been merely a complex balancing 
act in which participation and expectations were stimulated—but not 
permitted to flourish, has had unintended consequences and has 
intensified contradictions within the political system. On the one 
hand, political reform strengthened opposition parties. On the other 
hand, increased political competition was met with a hardened politi- 
cal response in 1985 and 1986. Likewise, the same reform that en- 














TABLE 5 
Representation in Chamber of Deputies by Party 
PCM! 
Year PRI PAN PPS PARM PSUM PDM PST other 
1943 147 os - — ae = — — 
1946 143 a — — oe — —_ _— 
1949 142 a l _ —_ — _ — 
1952 154 5 2 -- — = _ _ 
1955 154 6 l — — — — — 
1958 1$2 6 1 1 — = — = 
1961 172 5 l _— — — — _ 
1964 175 20 10 5 a= — -- — 
1967 176 20 10 6 — = — — 
1970 178 20 10 5 - — — _ 
1973 189 25 13 7 — _— —_— — 
1976 196 20 12 10 oo — —_— — 
1979 296 43 1] 12 18 10 10 
1982 299 51 10 — 17 12 11 — 
1985 290 40 il 1] 12 12 12 12 
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larged press freedoms cast a media spotlight on the electoral irregu- 
larities of the 1980s. These intensified contradictions affected those 
segments of the population over which the PRI had the least control— 
that is, intellectuals, entrepreneurs, and the middie class. The incon- 
sistencies generated by political reform accentuated public awareness 
of a gap between promise and practice, rhetoric and reality. Cyni- 
cism, abstention, and hostility toward regime authorities are the 
almost palpable responses of an abused electorate. Public faith in the 
reform process has collapsed, transforming elections from a legitimat- 
ing mechanism to a de-legitimating experience. 

Previous reforms assumed that the clite opposition was to be found 
chiefly among the intellectual left. The appearance of a newly-politi- 
cized middie class has constituted the surprise development of the 
1980s. For the first time, interest in political participation expanded 
beyond a small, campus population. The regime's willingness to 
honor electoral commitments under conditions that could result in 
important PRI losses was put to the test in the 1980s. It was easier to 
open the electoral option to a left that lacked a wide following than to 
conservative opposition parties that had the potential to lead an 
electoral coalition headed by the Mexican middie class. Mexican 
leadership is acutely aware that the electoral difficulties of the 1980s 
created a need to restore the credibility of the electoral process and to 
re-legitimate the rule of PRI. 


The 1986 Federal Electoral Code 


A fourth reform has resulted from the trauma of the 1985 mid-term 
elections combined with the troubled 1986 gubernatorial election in 
Chihuahua. This innovation was designed by Government Secretary 
Manuel Bartlett Diaz in 1986. Three concerns characterize the 
change. First, the reform departs from previous efforts in that its 
apparent intent is to eliminate the micro or palero parties and encour- 
age the consolidation, rather than the division, of the party system. 
Second, the reform strengthens the opposition vote in the Congress 
with provisions that simultancously increase the numerical represen- 
tation of the legislative opposition while preserving the PRI's voting 
control over that body. Third, the reform addresses questions of the 
integrity of the electoral procedure and public confidence in the 
outcome of clections. 
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Several provisions suggest that the 1986 reform departs from the 
divide-and-conquer tactics of the past. At one pont in the legislative 
process, the presidert introduced a proposal that would have climi- 
nated the voting privileges of the smaller parties on the Federal 
Electoral Commission (CFE) and awarded voting privileges only to 
the three largest parties. Previously, cach party had one vote on the 
CFE regardless of its size. The provisions finally adopted made voting 
proportional to the national vote of the parties. Although the new 
legislation does not climinate the voice of smaller parties on the CFE, 
it dramatically curtails their power. The current composition of the 
CFE ensures a PRI majority vote, even without the support of smaller 
parties. 

Modifications pertaining to coalitions further encourage fusion 
and the phasing out of the micro-party system. The president's initia- 
tive would have forced coalitions to campaign under the banner of one 
of the parties in the coalition, rather than under an emblem of the 
coalition. Although not incorporated into the law, the provision 
would have converted coalitions into de facto fusions. Still, it is 
significant that while previous legislation allowed parties in a coalition 
to retain their registration, the current law permits member parties to 
retain their registration only if the coalition receives the sum of 1.5 
percent of the national vote required for cach of the component 
parties. For example, a two party coalition must receive 3 percent of 
the vote if its individual constituents are to retain their registration. 

Additionally, the reform repealed the 1977 category of “condi- 
tional registration,” which encouraged the formation of new parties 
and served as a safety net for weak parties. Furthermore , the statute's 
public financing provision awards funds to a party based on its per- 
centage of the national vote. Previous legislation provided equal 
financial assistance to cach party. While not necessorily hurtful to 
small parties, this change certainly helps large parties more. Since 
public financing will be based on past electoral performance, entirely 
new parties will be denied public resources. Coalitions and fusions 
will be entitled to public financing contingent upon the past perfor- 
mance of their member parties. 

Finally, the new legislation requires parties to field candidates in at 
least 100 congressional districts. This provision will not affect any 
current parties since they cach fielded at least 290 candidates in the 
1985 clections. Nevertheless, any entirely new party will have to 





Electoral Trends 57 


nominate candidates in at least one-third of the voting districts in the 
country. While it is maintained that this requirement helps small 
parties to develop organizational capacities, it will more likely mili- 
tate against the formation of new parties. In sum, the shift of strategy 
recognizes increased voter sophistication and the damaging impact 
that very small government-dependent parties have upon the cred- 
ibility of the electoral process. 

Like previous reforms, the 1986 legislation is designed to channel 
Opposition energy toward the Congress. The novelty of the 1986 law 
lies in its reconciliation of anticipated opposition gains in plurality 
districts with the preservation of the PRI's voting majorities in the 
Senate and Chamber of Deputies. In an important departure from 
the 1977 iaw, the PRI could now be eligible to receive proportionally 
elected scat.. The new law provides that any party receiving a plu- 
rality of votes without winning a majority of seats will automatically 
be assigned additional seats. These will be drawn from the 200 pro- 
portional seats, according to the overall proportional vote of the party 
in question, until it has attained a majority of seats. The de la Madrid 
administration doubled to 200 the number of proportional seats in the 
lower house. The number of lower house seats elected on a plurality, 
single-member district basis will remain at 300. Thus, the PRI is 
conceivably eligible for proportional votes in a situation in which its 
national vote count declines to a plurality. This eligibility, combined 
with the conferring of automatic majorities, practically ensures PRI 
control of voting majorities in the legislature even as its vote declines 
below the majority level. 

PRI authorities argue that the 1986 law provides an automatic and 
stable majority in the Chamber of Deputies. Critics counter that, in 
effect, the new provisions guarantee the PRI’s voting majority in the 
lower house so long as the party receives even one vote more than any 
other party. The reform permits the PRI to slide gradually toward 
smaller majority victories and, conceivably, national pluralities, with- 
out relinquishing its command over Congress. In particular, the law 
guards against a scenario in which the PRI's pluralities in the legisla- 
ture make the party vulnerable to the formation of opposition voting 
blocs in the Congress and a consequent loss of control over the 
legislative process. Thus, one might expect a greater number of 
plurality seats to fall to opposition forces without significantly endan- 
gering the PRI’s hold over the legislature. 
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The 1986 electoral reform is a masterpiece of mixed messages—a 
subtle balancing act that accommodates demands for an electoral 
opening with the PRI's gritty determination to retain a firm grip on 
national politics. The automatic majority mechanism is evidence of 
the intention to protect the PRI's dominant status. However, more 
complex motivations can also be discerned in the law’s design. The 
reform appears to favor the evolution of a three party system by 
directing opposition energies toward the winner-take-all seats. Se- 
rene in the knowledge that its congressional majority is assured, the 
PRI is more apt to be gracious in accepting opposition wins in plu- 
rality seats. Plurality voting weeds out weaker small parties and 
produces a two- or three-party system. Thus, the encouragement of 
Opposition gains in the winner-take-all races complements those pro- 
visions of the law that facilitate the consolidation of opposition par- 
ties. Further, single-member district seats have always been more 
highly prized than proportional seats and are likely to lift morale and 
grassroots party organization. Additionally, the Mexican Senate, 
which is elected on a plurality basis, may be a likely target for an 
opening in 1988 and beyond. Thus, an optimistic reading of the law 
suggests that its aim is the promotion of mature, consolidated, oppo- 
sition parties, albeit in the context of continued PRI rule. 

The law focuses upon boosting confidence in electoral procedures 
by improving the accuracy of the voter registration list, while creating 
a new electoral tribunal to arbitrate electoral disputes. Previously, the 
Constitution (Article 60) mandated that the Electoral College, com- 
posed of members of the Chamber of Deputies, rule on electoral 
complaints. If not satisfied with the decision, a plaintiff could go to 
the Supreme Court. Stull, the court's role was only advisory; the final 
decision rested with Congress. Given the PRI dominance in the 
electoral college, opposition parties have long suggested that an 
electoral tribunal of non-politicians should decide disputes. 

The new tribunal, which renders binding decisions, takes over the 
electoral role played by the Supreme Court and the Electoral College. 
Nonetheless, the tribunal consists of seven-citizen magistrates se- 
lected by the parties and elected by the Chamber of Deputies. Since 
the magistrates must be elected by the Congress, the tribunal may 
reflect the political forces in the Congress. 

Other changes aimed at restoring confidence in electoral pro- 
cedures include revising the divtribution of the 300 single- member 
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electoral districts, more rapid tallying of votes, inspecting polling 
sites, publicizing the composition of committees overseeing official 
polling locations; and overseeing the distribution of ballots, voter 
lists, and other electoral materials. 


The Future 


In general, a continuing slide in the PRI's vote cannot be sustained 
indefinitely without generating complications. It is uncertain what 
point in that slide will endanger public confidence in the official 
party's political grip on the nation. For example, can the PRI sustain 
as effective a national mandate with 55 percent of the vote as with a 65 
percent majority? Does the slippage into plurality victories combined 
with ever larger abstention rates portend a diminishing real mandate? 
Are narrowing margins of victories likely to increase public expecta- 
tions and opposition frustrations? 

The prospects are even more problematic at the state and local 
level. The persistent evolution of distinct regional political identities 
severely tests the PRI's adaptive capabilities. Xenophobic national- 
ists view the evolution of a frankly democratic northern political 
culture as a threat to the cohesion of the nation. The cultural affinity 
of the strategic northern tier of states with U.S. political and eco- 
nomic institutions is seen as traitorous, exposing Mexico to the poten- 
tial vulnerability of U.S. intervention. Calmer observers view the 
northern phenomenon as an indicator of the country’s future, the 
product of modern industrialization and urbanization. Will we see the 
evolution of a northern PRI, a southern PRI, and a central plateau 
PRI as a consequence of these centrifugal regional tendencies? 

Given the provisions of the 1986 reform that provide for automatic 
(likely PRI) majority control of the legislature, it might be expected 
that 1988 will bring an unprecedented number of plurality congressio- 
nal victories by opposition parties. Under current electoral guide- 
lines, it may be possible to confine deep declines and, indeed, losses 
of PRI strength to some urban and northern congressional districts, 
while preserving a national margin of victory comparable to that of 
1985. A historic opposition senatorial seat is conceivable. In short, a 
greater number of opposition plurality victories in the legislature in 
the interest of enhancing electoral legitimacy seem likely in 1988. 
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Under the new elec’orai legislation, discrete drops in electoral 
strength are preferable to a more dangerous erosion on the national 
level. The 1986 reform seems to indicate a strategy of strategically 
containing and conceding electoral space in the northern congressio- 
nal districts in order to preserve a national majority. 

The question of goveraorships and municipal presidencies will 
continue to pose thorny questions. The psychological precedent of an 
opposition governor raises the risk of increased opposition momen- 
tum, thus raising expectations and further eroding PRI support. 
However, the question will not arise until after the 1988 presidential 
elections and will be greatly determined by the conditions at the 
moment. The economic health of the nation and the peso in the 
aftermath of the presidential transition will be key determinants of 
whether the issue of opposition governorships and municipalities will 
emerge with renewed vigor in 1989. 

Mexico has had little experience with the practice of liberal democ- 
racy, understood as the alternation of power and the expression of 
interests via political parties and elections. Rather, the Mexican polit- 
ical system has traditionally processed demands through the mecha- 
nisms of co-optation, state-sponsored negotiation, and the paternalis- 
tic distribution of rewards and punishment. Petition, not election, has 
been the usual mode for advancing grievances. Civic associations, 
including opposition parties, have served as a means of social control 
rather than social expression. In short, it has always been clear that 
demands and conflicts were not mediated through the electoral 
system. 

Popular interest in elections takes on new meaning in the post- 1982 
period of declining governmental economic performance, shifting 
bases of legitimacy, a crisis of confidence, and the simultaneous 
awakening of the northern and the urban middle classes. A new issue 
agenda has surfaced and older constellations of socio-political alli- 
ance have shifted. The Mexican political system is at a crossroads and 
the twin challenges of political modernization and economic recovery 
will occupy the agenda into the foreseeable future. 
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Voter Abstentionism 


Guadalupe Pacheco Méndez 





During the 1960s, the Institutional Revolutionary Party (PRI) en- 
joyed undisputed electoral dominance in Mexico. Nonetheless, in the 
early 1970s, it began to encounter serious problems. These difficulties 
became worrisome for the ruling party during the 1980s with the 
marked decline in the PRI vote. Overall abstention (registered voters 
who do not vote plus Mexicans of voting age who fail to register) 
continued at significant levels; and the opposition parties picked up 
votes as they managed to broaden their base of support. 

Four basic challenges confronted the PRI in the 1988 elections, in 
which the president, senators, and federal deputies (both those 
elected by relative majority and those seated by virtue of propor- 
tional representation) were elected. These were: (1) dispelling the 
significant doubts as to whether the elections would be free of corrup- 
tion; (2) reversing the growing trend of abstentionism; (3) drawing 
the maximum number of new voters to the PRI and winning back 
those who voted for the PRI in 1982 but defected in the 1985 elections 
for deputies; and (4) evincing more flexibility in its ideology and 
program. PRI policies had to be brought up-to-date, so as to respond 
effectively to a political situation characterized by the mounting vote 
for the National Action Party (PAN) and by the gradual unification of 
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the left into the Mexican Socialist Party (PMS), known as the PSUM 
before it merged with the Mexican Workers Party (PMT). 

Even though it is a long way from winning in national elections, the 
opposition is capable of capturing a majority of the vote in a variety of 
state and local elections. A case in point is the PAN’s impressive 
status in the northern states. From the standpoint of the official party, 
the situation could become critical if both opposition strength and 
voter abstention grow to such an extent that they reduce substantially 
the PRI's victory margins. 

In recent years the government has modified the electoral laws so 
as to render the electoral process more legitimate and to restructure 
the old political party system that prevailed a generation ago. The 
1977 “Political Reform,” achieved through the Law of Political 
Organizations and Electoral Processes, introduced two changes: it 
recognized the rig of other political groupings, previously excluded 
from participati.:., . register for elections; and it established 100 
“plurinominal” deputy seats to ensure proportional representation of 
the minority parties in the 400-member lower chamber. In December 
1986 Congress approved the new Federal Electoral Code, revising the 
ground rules for proportional representation and increasing the 
number of plurinominal deputies to 200 in a SU0-seat chamber in 
order to reduce the PRI's representation and provide greater repre- 
sentation to minority parties. An electoral tribunal was also estab- 
lished. 

Still, it will be impossible to restore and invigorate the Mexican 
electoral system's credibility in the skeptical eyes of a large part of the 
populace so long as the opposition constantly denounces fraud and 
other electoral law violations. The PRI's so-called electoral “‘al- 
chemy” or vote manipulation continues to raise serious doubts as to 
the party's and the government's commitment and ability to liberalize 
the political system. The expectations aroused by Carlos Salinas de 
Gortari’s promise “to modernize politics” perforce may require rec- 
ognition of the opposition parties’ electoral victories. 


Electoral Statistics 


To evaluate quantitatively the trends in Mexican political contests, a 
single framework is needed for analyzing the variables involved in 
electoral behavior. This framework is constituted by the entire poten- 
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TABLE 1 
Potential Electorate: Population of Voting Age (PVA) 
(in thousands) 
Year PVA Year PVA 
1958 14,390 1976 29.062 
1961 15,719 1979 32,904 
1964 16,993 1982 37 O71 
1967 18,395 1985 41,101 
1970 22,787 1988 45,569 


1973 25,713 
Source: Censo General de Poblacién y de Vivienda (General Population and Housing 
Census), Vols. VIII-X, and CONAPO's census corrections, which were published in 
México demografico 


Note: The PVA for 1961 to 1979 was estimated calculating the intercensus rate of ann ial 
linear growth. The 1958 P'VA was estimated based on the 1960) census, using the 
1960-1970 growth rate. For 1982-1988, although the Federal Voter Registration Bureau 
assumes an annual PVA growth rate of 3 percent, my estimates lead me to 
believe that the rate has been 3.5 percent in the 1980s. (According to the federal voter 
list, the 1988 PVA is 43.7 million.) 





tial electorate: the estimated population of voting age (PVA) in years 
when federal elections were held is a very approximate indicator. My 
estimates are set forth in Table 1. 

The statistics on electoral outcomes used are taken from the data 
disseminated by the Federal Election Commission.* Many re- 
searchers discard the use of officia! statistics, believing that they do 
not faithfully reflect reality. Even accepting that hypothesis, | assume 
that, although the “alchemy” produces distortions, the data reflect 
objective trends in the electoral variables, albeit in an attenuated 
fashion. 

There are two types of electoral processes in Mexico: the “‘sex- 
enales”’ or elections held every six years, when senators and federal 
deputies are elected at the same time as the president; and “‘inter- 
mediate” or mid-term elections, when only federal deputies are cho- 





*Federal Electoral Commission, Reforma Politica, Vol. 1X, Mexico City, 
1982. The daily paper, La Jornada, published the commission's 1985 
data in July 1985. Some corrections had to be incorporated into the 
data from Reforma Politica. 
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sen. The intermediate clections are held in between the sexenales, 
i.c., federal deputies are elected every three years. In this chapter I 
will first analyze the results of elections for deputies chosen by a 
relative majority, both in sexenales and intermediate elections, from 
1961 to 1985. Then I will examine the presidential election results 
from 1958 to 1982. 


Elections for Deputies Elected by Relative Majority, 1961-1985 


The votes for PRI deputies elected by relative majority have shown a 
steady decline in the last two decades, while overall abstention has 
increased. The data in Tables 2 and 3 and Figure | depict these trends. 

Both the tables and the figure clearly indicate that from 1961 to 
1973 registration grew impressively, as the government endeavored to 
enlarge the social and electoral base of a political system in which only 
two parties were true contenders: the PRI and the PAN. The Party of 
the Mexican Revolution (PARM) and the Popular Socialist Party 
(PPS) garnered very few votes, and often—with notable exceptions— 
acted as PRI allies. Registered voters as a percentage of the total PVA 
reached its highest levels in 1970 and 1973, despite the lowering of the 
voting age from 21 to 18 beginning in 1970. This reform expanded the 
electorate by 14 percent above and beyond its normai increase. But 
from 1973 to 1985 voter registration declined in relative terms; it 
dropped significantly in 1976 and 1979; and, since then, has leveled 
off at approximately 85 percent. 

Like registration, the other electoral variables reveal two distinct 
patterns of behavior: one from 1961 to 1973; the other from 1973 to 
1985. From 1961 to 1973, when registration rose 32.4 percent, the 
total vote expanded 14.9 percent, and abstentions by registered vo- 
ters increased 18.3 percent. Thus, the surge of abstentions by regis- 
tered voters—probably springing from the entry of younger citizens 
into the clectorate—coincided with a moderate rise in votes cast for 
the PRI and, above all, for the opposition (with the PAN benefiting 
much more than the PARM and the PPS). 

The overall abstention rate fell steadily from 1961 to 1970, showing 
its first upward movement in 1973. It should be noted that in 1973 the 
absolute number of PRI votes was less than in the 1970 election; this 














TABLE 2 


Electoral Statistics, 1961-1985: Deputies Elected by Relative Majority 














(in percentages of the PVA) 
Registered Voters 

Votes cast Not Overall Total 
Year Total Total PRI Opposition Abstention registered abstention PVA 
1961 63.6 43.4 9.1 4.2 20.1 %.3 56.5 100 
1964 79.9 $3.2 45.9 7.3 26.7 20.0 46.7 100 
1967 86.0 $4.1 446 94 31.8 13.9 45.8 100 
1970 95.0 61.1 48.8 12.3 33.8 49 3.8 100 
1973 96.7 58.3 40.6 17.6 38.4 3.2 41.6 100 
1976 89.1 $5.2 44.2 11.0 33.8 10.8 44.7 100 
1979 84.9 41.8 29.2 12.6 43.0 15.0 58.1 100 
1982 85.0 55.8 38.7 17.1 29.1 14.9 4.1 100 
1985 85.8 43.3 28.1 18.1 42.4 14.1 56.6 100 
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FIGURE | 


Graphic Representation of Tables 2 and 3 
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was the PRI's first setback. In the same election, the opposition 
garnered its maximum percentage of votes, 17.6 percent of the PVA. 

From 1973 to 1985, when registration declined before leveling off, 
the PRI's vote fluctuated, but with an overall downward trend, falling 
from 40.6 percent in 1973 to 28.1 percent in 1985. Indeed, the PRI 
vote and abstention by registered voters—two factors which had been 
rising together—began to move inversely to one another, amid major 
oscillations. The inverse relationship between the PRI vote and ab- 
stentionism was even more marked. Overall abstention, like absten- 
tion of registered voters, fluctuated; however, expressed in percent- 
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age terms, it increased due to the constant growth of the unregistered 
voting age population after 1973. In sum, the PRI lost 12 percentage 
points, and overall abstention picked up 15. The opposition suffered a 
sharp decline, which can be explained by intra-PAN conflicts that had 
negatively affected its electoral performance. 

The inverse oscillations between the PRI vote and overall absten- 
tions from 1973 to 1985 suggest that the official party’s first electoral 
setback in 1973 sparked major efforts to mobilize the PRI electorate 
in the 1976 and 1982 presidential contests, which alternated with 
weak mobilizations in 1979 and 1985 (intermediate elections); this 
phenomenon greatly influenced voting and abstention levels among 
registered voters. 

Moreover, the sustained growth of the unregistered population 
suggests that, in contrast to the first period (characterized by wide- 
spread registration of the population of voting age in all pertinent age 
groups), in the second period both newly-registered voters and non- 
registered voters were mostly younger people of voting age. The 
foregoing analysis suggests two hypotheses: first, in the 1976 and 1982 
elections, most of the PRI’s gains derived from previously registered 
voters who had not cast ballots in 1973 and 1979; and second, to a 
lesser extent young people who were gradually becoming part of the 
electorate accounted for the increase. 

In sum, from 1961 to 1985, the problem centered on the inverse 
symmetrical equilibrium between the PRI vote and overall absten- 
tion. In these 25 years the two figures, when mapped cn a graph, 
crisscross, indicating two distinct periods of electoral behavior, with 
1973 as the watershed year. In the first period, the PRI strengthened 
its position at the polls; in the second, its standing fell. Thus, in the 
current phase, the PRI's electoral showing suggests a fluctuating 
electorate that goes to the polls to support the PRI in presidential 
election years, thus constituting a sort of strategic electoral reserve. 
The PRI appears to depend much more now than in the past on its 
ability to mobilize voters in the presidential contests. 


Presidential Elections, 1958-1982 


A strong emphasis on a tremendously powerful chief executive char- 
acterizes the Mexican political system. This orientation explains the 
higher turnout in presidential election years. In addition, more voters 








TABLE 4 


Electoral Statistics, 1958-1982: Votes Cast for President of the Republic 
(in percentages of the PVA) 


Registered Voters 








Votes cast Not Overall Total 
Year Total Total PRI" Opposition** Abstention registered abstention PVA 


1958 72.2 51.9 47.0 48 20.3 27.7 48.0 100 
1964 79.9 55.4 49.3 6.0 24.5 20.0 44.5 100 
1970 95.0 61.6 52.2 8.5 33.3 4.9 38.3 100 
1976 89.1 60.5 $7.3 — 28.5 10.8 39.4 100 
1982 85.0 63.6 45.1 15.4 21.4 14.9 36.3 100 


* Includes votes for the PRI, PARM, and PPS, since the latter two supported the PRI candidate from 1958 to 1982 
** For 1958, 1964, and 1970 includes only votes for the PAN, which nominated and legally registered its own candidate. In 1976 the PAN 
did not participate in the presidential race; there was only the PRI candidate, backed by the PARM and PPS. In 1982, this figure includes 


PAN, PSUM, PDM, PST, and the PRT; the PAN votes were 9.9 percent of the PVA 
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TABLE 5 


Election Statistics, 1958--1982: Presidential Elections 
(in thousands of votes) 
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Abstention 
by 
Registered Votes registered Not Overall 
Year PVA voters cast Opposition** voters registered abstention 





1958 14,390 10,400 7473 705 2,927 3,990 6.917 
1964 16,993 13,590 9.423 1,031 4.167 3,403 7,570 
1970 22,787 21,654 14,052 1,946 7,602 1,133 8,735 
1976 29 062 25,913 17,607 — 8,306 3,149 11,455 
1982 37,071 31,526 23,593 $,714 7,934 5,544 13,478 
* Includes PARM, PPS, and PRI 


** For 1958, 1964, and 1970. only FAN votes 
For 1976. there was no candidate 
For 1982. mcludes PAN, PSUM. PDM. PST. and PRT (PAN won 3.700.000 votes) 
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FIGURE 2 


Graphic Representation of Table 3 
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cast a ballot for a presidential candidate than for deputies. The 
statistics for the presidential elections from 1958 to 1982 are shown in 
Tables 4 and 5. Figure 2 is a graphic representation of the data in the 
tables. 

The tables and figures confirm that there were two electoral pe- 
riods; the only exception was that the vote for the PRI candidate 
continued to rise in 1976. Three factors account for this increase: the 
absence of a PAN candidate; the lack of other legally registered 
opponents; and the greater inertia behind the PRI vote in presiden- 
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tial elections. Briefly expressed: in 1976 the PRI capitalized on the 
PAN’s crisis. 

The decline in the PRI vote in 1982 ts noteworthy. In effect, from 
1958 to 1976 the PRI moved from 47 to 57 percent, i.e., it won the 
votes of an additional 10 percent of the potential electorate. But in 
1982, when it garnered 45 percent of the PVA, it fell 12 percent as 
compared to 1976. From 1958 to 1979 overall abstention fell from 48 
to 38 percent. Of the almost 12 point surge in the voting rate, 10.6 
points went to the opposition. 

In this context, in which since 1970 overall abstentions have evened 
out at around 38 percent, the decline in the PRI vote in 1982 reflects 
the PRI's having captured only the same number of votes in 1982 as in 
1976. That is to say, the ruling party failed to win new voters, while 
the opposition grew, thereby overcoming the impact of abstentions by 
registered voters. Clearly, the opposition, and particularly the PAN, 
has fortified its competitive Capacity vis-a-vis the PR1, as indicated by 
the ratio of PAN votes to PRI votes: from 0.10 in 1958 to 0.22 in 1982. 


The Importance of Abstentionism 


In conclusion, the opposition parties—especially the PAN—are elec- 
toral rivals which pose a threat to the PRI, above all in certain regions 
such as in states along the border with the United States. The k vel of 
abstentionism accentuates the importance of opposition gains. A 
continuing challenge facing the ruling party is to win millions of new 
voters from the ranks of those who typically abstain—just to reach the 
PRI's low 1982 rate of 45 percent of PVA. This is a formidable goal to 
attain in light of the Herculean economic and social problems beset- 
ting Mexico. 





The Presidential Nomination Process 


Luis Rubio F. 








Presidential transitions are normal—albeit often conflictive—phe- 
nomena in most countries. In Mexico the passing of the torch is much 
more complex than elsewhere because of both the time involved and 
the enormous formal and informal powers possessed by the president. 
On the one hand, the process takes more than a year from the 
moment the Institutional Revolutionary Party (PRI) “unveils” its 
candidate until he takes the oath of office. On the other hand, the 
Mexican president is chief executive (in a system where the legislative 
and judicial branches are, in practice, subordinate); he is leader of the 
official party and, hence, head of most of the country’s organized 
political forces, commander in chief of the armed forces, and political 
boss of a formidable and incredibly successful machine; and he func- 
tions as the informal link between the government and the Roman 
Catholic Church, the business community, organized labor, and other 
key groups in society. 

Presidential transitions are always important, for they test—often 
to the limits—a political system's strength and vitality. The transition 
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now under way is critical, for the country is in the midst of a major 
economic transformation with fundamental long-term implications. 
The question in this changing of the guard ts whether the next leader, 
to be inaugurated on December 1, 1988, will pursue or abandon the 
reforms launched by Miguel de la Madrid Hurtado. 


What Determines the PRI Candidate? 


The nomination of the PRI candidate involves (1) complex and 
lengthy negotiations among key party leaders, (2) consultations 
within each of the PRI's three sectors, (3) pressures from special 
interest groups, and (4) an examination of the popular mood. These 
elements combine to eliminate some of the potential candidates, 
while projecting others into the penultimate stage of the competition. 

Mexico's strongly centralist system has traditionally assigned to the 
president the power to conduct the sensitive consultations or ausculta- 
ciones with power brokers. (See Table | for a list of Spanish terms 
used about the nomination process.) Leaving stewardship of the 
nomination process in the incumbent's hands has invested him with 
the prime responsibility for selecting his successor. Usually, he de- 
cides upon the PRI's nominee, but only from among contenders 
whom participants in the selection process (of which he is only one) 
have not vetoed. 

Consequently, in spite of the extraordinary power wielded by the 
president, the succession procedure is far from a strictly personalistic 
affair in which the chief executive's word is fiat. But the record of fifty 
years of peaceful transitions reveals that the chosen candidates or 
destapados have seldom boasted a consensus; rather, PRI standard- 
bearers have generally been men who demonstrated the greatest 
promise of fulfilling the long-term vision of both the incumbent and 
his coalition stakeholders. History also shows that, with few excep- 
tions, presidents—once in office—failed to pursue their predecessors’ 
goals; instead, they attempted to forge a new consensus based upon 
the new coalition that allowed them to consolidate their power. From 
this point of view, the system has, in fact, created counter-balancing 
mechanisms that have proven to be extraordinarily durable and 
resilient. 
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The 1987-1988 Presidential Transition 


The PRI nominated Carlos Salinas de Gortari as candidate for the 
presidency in the 1988-1994 pernod at a time when the country’s main 
economic problems had been addressed (but not yet resolved) and 
when some critical political problems had yet to be recognized. But 
these circumstances obscure the fact that Mexico has been expenenc- 
ing a dramatic change in—above all—the terms of the debate about 
the future, the economy, and the political system. At the beginning of 
the de la Madrid administration, the country was submerged in a 
major economic and political crisis, characterized by the absence of 
agreement about the future. At that point, the past pervaded the 
domestic dialogue as exemplified by autarchy in the economic arena, 
polarization in the political realm, and the pursuit of lofty princi- 
ples—as opposed to specific nvterests—in international affairs. Un- 
doubtedly, in the next century historians will identify de la Madrid's 
most important and enduring impact as his having shifted the political 
debate from concentrating on the past to grappling with the future. 
Concretely, its legacy will be that of having focused the debate—and 
the country’s economic structure—on Mexico's growing interaction 
with the rest of the world. 

Several simultaneous processes and events transformed domestic 
priorities and sparked many specific policy initiatives, particularly in 
the economic arena. Furthermore, as might be obvious, the change 
that has taken, and is taking, place did not follow a predetermined 
script; to the contrary, it sprang from the vicissitudes of recession, 
fluctuating oil prices, internal political pressures, and the president's 
decisiveness. In the latter lies the key to Salinas’s nomination. 

From the outset, de la Madrid apprehended the need to introduce 
fundamental changes in both the economic and political realms. Yet, 
the several years required to zero-in on the structural problems that 
precipitated the 1982 crisis enabled government and nongovernment 
groups with a vested interest in preserving the status quo to fortify 
their positions. By 1985 the administration acconiplished a policy 
departure by recognizing the need to undertake major structural 
reforms. Salinas was key among those decision-makers who impelled 
the shift. In fact, it could be said that Salinas, who was a most unlikely 
candidate before 1985, became the overwhelmingly logical choice by 
1987. 


zi 
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Key Electoral Code Words 


Auscultacon The process of consultation wihin PRI im 
order to determine which one of the 
candidates enjoys stronger support from 
the rank and file 

Cupula Roughly 500 éines within the revolutionary 
family, elements of which the incumbent 
chief executive 1s hkely to consult during 
the ausculiacon 


Pressdenciabie Possessing the characteristics deemed 
appropriate to become President 

Camarnila The potential candidate's team, which will 
do everything possibile to loft his 
presidential star 

Tapado The candidate before he is unveiled; 


several pre-candidates of precandidatos are 
usually known as tapados, tor nobody— 
often including the “real” tapado—knows 


who he ss 

El Verdadero Tapado The PRI's candidate 

Destape The act of unveiling the man chosen to 
become the PRI's candidate 

Irse a la Cargada Literally, the transportation of large 


contingents of party members in support 
of the chosen candidate. In other words. 
the “bandwagon effect.” 


Prepared by Las Rutwo F and George W. Grayson, who consulted Frank 
Brandenburg. The Making of Modern Mexico (Englewood Ciitfls,. NJ). Prentice 
Hall, 1964), pp. 145-150 








The Process 


During its first two years, the de la Madrid administration concen- 
trated on reducing both fiscal and external deficits. By 1985 those 
efforts had proven inadequate cither to rekindle economic growth or 
to dampen inflation. At that time officials began to reassess the 
causes of the country’s ills. Until then, most leaders had adhered to 
the conventional wisdom which maintained that the nation had suf- 
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fered a crisis of liquidity; they neglected to consider alternative causes 
of—and strategies for resolving—Mexico’s problems. However, since 
1985 government policy has been guided by a “‘new”’ set of economic 
criteria that involves, inter alia: (1) liberalizing imports and internal 
regulations, (2) joining the General Agreement on Tariffs and Trade 
(GATT), (3) adjusting the industrial sector to foreign competition, 
and (4) promoting nonpetroleum exports. The full attainment of 
these goals still requires a significant revision of programs, regula- 
tions, attitudes, etc., but the concepts have clearly changed. 

The reordering of criteria, priorities, goals and—in a sense— 
values that surfaced in 1985 was animated by de la Madrid, with 
Salinas serving as his closest advisor. The chief executive correctly 
perceived that the economy had to be restructured in order to accom- 
plish a national reorientation. In mid-term, he took it upon himself to 
catalyze the transformation that he hoped would proceed in the 
following sexenio. Paradoxically, the fall in oil prices gave impetus to 
the major restructuring and adjustment achieved in 1986. Hence, the 
administration began to chart the country’s course. Salinas became 
the leading figure in the economic reorientation and the strongest 
advocate for modernizing Mexico—the very objectives that the presi- 
dent considered essential to the nation’s well-being in the years 
ahead. 

Henceforth, two considerations would shape the presidential suc- 
cession process: Who had the conviction and the understanding of 
what had to be done? And who possessed the skills and strength to 
carry it out? The second factor was critical, for the proposed reforms 
entailed such essentially political actions as dealing with enormously 
powerful interests. In the president’s view, the required reforms 
amounted to a transformation since they demanded a radical revision 
of the state’s social and economic role, of the behavior of public 
figures, and of the country’s relationship with the rest of the world. 
These needed reforms were at odds with core traditional values that 
had suffused the regime for decades. Some politicians would be 
capable of adjusting to these new goals; others would not. 

Potential candidates did not necessarily perceive as relevant the 
two main considerations that de la Madrid had determined to be 
critical for the succession. Salinas demonstrated that he was the man 
who had best understood the challenges facing the country; more- 
over, he alone grasped the salience that the president had assigned to 
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those considerations. Salinas’s low-key demeanor and his policy ini- 
tiatives—in contrast to the behavior of the other “‘precandidates”— 
showed that he understood what de la Madrid was looking for. Over 
time, Salinas proved to be the one who, in the president's eyes, best 
met the two requirements; thus, he became the candidate. Along the 
way other fapados were eliminated: they either failed to recognize the 
chief executive’s priorities; or they were not perceived to be equally 
prepared to pursue both of them simultaneously. 


Breaking with the Past 


The 1987 nomination process was radically different from its recent 
predecessors. First of all, the selection period was unusually long and, 
without doubt, adhered to a carefully drafted blueprint. Tradi- 
tionally, the selection process involved informal consultations—com- 
plemented by pressures and accommodation among politicians, party 
officials, the candidates themselves, and the president. The latter 
employed all of these means to nominate the candidate whom he 


deemed appropriate. This time the process was similar but extraordi- 
narily formal, forcing many more groups to participate and, there- 
fore, to legitimize the chief executive’s choice, regardless of individ- 
ual or organizational preferences. De la Madrid gave the PRI an 
active role in the auscultaciones, by using them as the mechanism 
through which pressures from interested parties were systematically 
channeled, and by blueprinting a process which left little ground for 
maneuvering to anyone but the party leadership and the president. In 
the past, nomination processes were less formal and were charac- 
terized by the absence of specific events—such as public hearings 
before the party—that this time forced each one of the candidates to 
publicly present his views and positions. From this perspective, the 
1987 nomination was the most highly institutionalized in Mexican 
history. 

The second difference with the past is even more substantive. The 
reforms that have been proposed and/or considered will alter the 
nature of Mexico’s politics inasmuch as they recognize that changes in 
the political system reflect changes in society. In the past, the means 
pursued to spur the country’s development reflected the values, 
coalitions, and stakeholders that sprang to life and were organized 
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after the Mexican Revolution (1910-1917). Salinas’s candidacy de- 
rives from a belief that the means and the vehicles formerly used no 
longer reflect his country’s reality. Salinas represents a new genera- 
tion, one that has lived through more economic and political change 
than any other since the 1930s and one that has learned that the old 
ways of doing things no longer work. For this generation, a fundamen- 
tal transformation has to be undertaken for Mexico to recover and 
succeed in a rapidly changing world arena. Salinas’s challenge is to 
galvanize a new domestic consensus, while ensuring Mexico’s success- 
ful participation in the international arena. 
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Prospects for Mexico's Institutions 
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Americans know relatively little about the Mexican military, even 
though its evolution is critical to Mexico's political system. Histori- 
cally the military has played a significant role in politics. From the 
1870s to the 1900s, one of the major recruitment paths leading to a 
political career was the National Military College. Its status was 
similar to that enjoyed by the National Autonomous University of 
Mexico in a later period. Equally important was the shared combat 
experience of Mexico’s future political leaders. For the post-1920 
generation, formation of camarillas or political cliques was based on 
being able to trust men with whom they had fought during the 
revolution. 

Thus, the military has been critical to political recruitment. The 
lines between the institutional responsibility of the military vis-a-vis 
civilian politicians are exceedingly fuzzy in Latin America. Mexico is 
unique in the hemisphere in having altered and redefined the role of 
the military along lines more compatible with that found in the 
American political system. In the post-revolutionary period, Gen- 
erals Alvaro Obregon, Joaquin Amaro, Plutarco Elias Calles, and 
Lazaro Cardenas carried out a number of reforms of the military. 
These reforms incorporated ali revolutionary generals into the regu- 
lar army, placing them on the federal payroll; purged officers sus- 
pected of disloyalty; filled vacancies thus created with young profes- 
sionals from newly established officer training schools; dispatched 
promising young officers to Europe and the United States to study 
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modern methods and techniques; put troops to work on road-build- 
ing and other civic action projects; and built up, through the revolu- 
tionary party, powerful civilian counterpoises to the armed forces. 

Today the attitude of the military is essential to the success of the 
political system because the army functions as the eyes and ears of the 
government, especially in rural and isolated areas. It is also a key 
actor when political unrest arises, as was the case in northern Mexico 
in the fraudulent elections of 1986. Indeed, the ubiquitous and visible 
presence of army units during the final days of the campaign, on 
election day, and after the vote count made violence less likely, for the 
opponents of the Institutional Revolutionary Party (PRI) were un- 
willing to challenge manifestly superior strength. If the legitimacy of 
the political system declines, the importance of force as a means to 
ensure social control will become ever more important. Historically, 
repression has been an acceptable rule of the game in Mexico. At 
present, military leaders prefer a show of force to its actual use, which 
it generally leaves to the police. 


Civil-Military Relations 


Some general theories of civil-military relations apply to the Mexican 
case. One of these is the extent to which the military perceives itself as 
subordinate to civilian leadership. In the officer corps (primarily the 
officer corps of the army, which is by far the dominant force numer- 
ically and in terms of personnel and weapons), an extremely strong 
pattern of military subordination to civilian control is apparent if one 
carefully examines both the socialization patterns at the military 
academies and the relationship between superiors and subordinates 
within the armed forces. Superiors severely reprimand officers who 
engage in public discussion of political decisions—a practice en- 
shrined as a rule of the game within the Mexican officer corps. On the 
other hand, the authoritarian nature of military control, especially as 
exercised by the Mexican officer corps, and the subordinate-superior 
relationships between military and civi! authorities at the presidential 
level might make it easy to direct the military in some anti-regime 
activity. 

Most Mexicans contend that the military should stay out of politics. 
One of the long-term consequences of that belief is that it generates 
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an expectation-that is, an image of how the military should behave. 
Since the late 1940s the military has gradually been removed from 
direct political activity, at least in the eyes of the ordinary Mexican. A 
case im point was the decision of President Miguel de la Madrid 
Hurtado not to allow the army to implement fully its DN-III (E) 
emergency plan in response to the September 19-20, 1985, E/ 
Grande earthquakes, even though the carefully devised mobilization 
scheme had worked well in other disasters such as the 1982 eruption of 
the Chichonal volcano in distant Chiapas state. Reportedly, the head 
of the Federal District Department, Ramon Aguirre Velazquez, con- 
vinced the president to limit the role of the armed forces in the 
tragedy that consumed 20,000 lives, lest an effective performance in 
the capital whet the appetite of the ever-more professional army for 
greater political involvement. 

Thus, the military's major role was to provide security. In so doing, 
it occasionally impeded spontaneous civilian ventures, thereby dam- 
aging its reputation—a fact that embittered many generals toward the 
técnicos who had restrained them. At the same time, the navy’s image 
sparkled because after its ministry building collapsed, blue-uni- 
formed officers were seen relentlessly hunting for survivors in the 
ruins of its own and nearby buildings. 

A second theory of civi!l-military relations stems from the Mexican 
case itself. According to this theory the military was weaned from 
political activity by being granted a reduced, yet guaranteed role in 
Mexican political life. The most significant change in political recruit- 
ment in Mexico in this century, excluding the change from traditional 
politico to técnico leadership, was the decline in military representa- 
tion at the highest governmental leveis—namely, in the cabinet, in the 
sub-cabinet, in the director-generalships of the bureaucracy, in gover- 
norships, and in the senate and chamber of deputies. In 1988 there 
were six officers serving as deputies, no senators, and only one 
governor. No officer appears in line for a governorship in the late 
1980s. This decline in political posts has been consistent, both numer- 
ically and proportionately. During the 1981-1982 presidential succes- 
sion, some discussion centered on the appropriateness of a military 
man as the PRI's presidential candidate. No such discussion occurred 
in the 1987-1988 succession, even though two of the PRI contenders, 
Alfredo del Mazo and Manuel Gonzalez Avelar, boasted ties to the 
military: del Mazo through relatives and members of his camarilla; 
and Gonzalez Avelar through his father, who was a military officer. 
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The armed forces have moved away from direct participation in 
political affairs; nevertheless, certain conditions foster an indirect 
role. One of these ts that the civilian leadership has never been able to 
obtain complete control over either the accounting of military expen- 
ditures or the modest moonlighting engaged in by officers to supple- 
ment their income. In other words, from the military perspective, 
civilian authority is incomplete. The government determines the 
military's budget but once that budget is adopted, its use is very much 
up to the National Defense Ministry itself—a situation that parallels 
the practice with other ministries. Of course, the president must 
approve beforehand any major purchases of equipment or weapons. 

When the National Defense College was established in the early 
1980s, the question was raised of a larger social and political role for 
top military leaders. It was hypothesized that increased contact with 
their civilian counterparts might encourage upwardly mobile officers 
to become more politically active. In fact, although the college started 
off utilizing a wide range of civilian instructors and lecturers, today 
civilian participation is now confined to only a few lecturers. The 
army found the civilian contribution to be very poor and eventually 
decided that its officers could do a better job themselves. 

Another theory holds that civilian involvement in the promotion 
process, or the internal politics of the military, encourages military 
participation in civilian politics. My examination of promotion re- 
cords of the Mexican military from the 1940s through the 1980s shows 
that promotion rates are remarkably stable: each officer candidate 
who makes it to the rank of general takes a predictable amount of 
time to arrive at that level. For example, 90 percent of all generals 
took 21 to 25 years to reach the rank of colonel. There is absolutely no 
evidence that politically connected officers gain promotion on a fast 
track within the military. Becoming politically active, taking a leave 
of absence (con licencia) and running for Congress, or fulfilling an 
assignment in a ministry or political party neither improves an offi- 
cer’s chances of obtaining a star nor accelerates his elevation to 
general. Early promotions do come about because a particular officer 
is a favorite of the secretary of defense. Yet, these promotions typ- 
ically take place in six-year cycles. More often <.an not, an officer 
who does well in one administration is ostracized in the subsequent 
sexenio, often giving other contemporaries the chance to catch up. In 
the long run, promotions tend to balance out. 
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The Chamber of Deputies and the Senate play a secondary role in 
the decision-making process and yet, since the 1940s, the Senate— 
which is required by the constitution to approve promotions to the 
rank of colonel and above—has vetoed any effort by the president and 
the secretary of defense to advance an officer without proper time in 
grade. In this case, theory and reality coincide. 

A fourth theory focuses on divisions between enlisted men and 
officers. North Americans, who somewhat understand the attitudes 
of the Mexican officer corps based largely on the experience of U.S. 
officers at their academies, have little sense of the enlisted man’s 
values. It is known that enlisted men have absolutely no influence in 
the military and generally serve the whims of the officers. They are 
poorly paid and evince quite low educational levels and virtually no 
positions of responsibility. They are loyal to their officers because 
they fear the consequences if they behave otherwise. According to a 
high PRI official with whom I spoke in April 1986, the majority of 
enlisted men who voted in the Federal District in the 1985 election 
supported leftist parties. If true, this behavior represents a sentiment 
opposite to that of the officer corps, who are described by most 
observers as conservative. 

A fifth theory, which has been applied elsewhere in Latin America, 
is that military assistance programs and training abroad affect the 
political orientation and conduct of the officer corps. The United 
States military has considerable contact with the Mexican armed 
forces. Many high-ranking officers, including the present second- and 
third-ranking men in the National Defense Ministry, have undergone 
training at U.S. facilities. Still, the Mexican military is more closed to 
outsiders than any military that I have observed in Latin America. 
Consequently the traditional impact of study abroad is exceedingly 
difficult to estimate. However, it must be remembered that the Mexi- 
can officer undergoes a very rigorous socialization process which 
inculcates the values of loyalty to his superiors as well as a strong 
feeling of nationalism. He is affected by U.S. tactics and doctrine, but 
not by the behavior patterns of a U.S. officer. The officer must remain 
uniquely Mexican or he will not advance in rank. He may privately 
admire the U.S. military but will seldom state so publicly. 

It has been suggested that the policy of the U.S. government 
toward drugs and the high visibility given, at Washington's insistence, 
to the Mexican military's role in narcotics eradication has altered the 
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armed forces’ self-appraisal of their own social and political mission. 
In other words, because the government directs the military to per- 
form a police function, the military begins to think of itself as an 
organization that can take over tasks that responsible civil and police 
authorities are incapable of carrying out—as an orgarization that is 
more than merely a professional army. Reportedly, a majority of 
officers would prefer to get out of the anti-narcotics campaign, which 
at times involved one-quarter to one-third of the army, and devote 
their energies full time to military responsibilities. However, because 
that is not the desire of Secretary of Defense Juan Arévalo Gardoqui, 
the military will continue to fight drugs until it receives different 
marching orders. 


The Military’s Role Today 


The most important recent development affecting the armed forces is 
political violence that stems from electoral fraud. Furthermore, civil 
authorities may find it more and more difficult to cope with political 
disputes through negotiations and compromise and are sometimes 
forced to cali im the army to patrol or to enforce a curfew. Each time 
they have to do this, civilian authorities acquire an obligation to the 
military, for the military abhors performing the role of policeman. 
(As is the case with the drug program, law enforcement activities may 
invest the military with an exaggerated view of its own importance.) 
No one knows what might happen if the military were asked to 
confront another major institution, for example, the Catholic 
Church, which itself has reappeared on the political scene in recent 
elections. 

Clearly, politicians reward the military for its loyalty. In recent 
years, the officers have been paid quite well and, in that regard, have 
been generally immunized from the inflation scourging most of the 
populace. The tradition of non-military intervention and rule weighs 
heavily on the minds of uniformed leaders. They are not likely to try 
and change that tradition, realizing that the Mexican people would 
oppose it. The military acknowledges its subordination to the civilian 
leadership and does not openly resent its status. After all, it is a 
partner in the system and is often consulted on internal security 


matters. 
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Should political conditions worsen, and the legitimacy of the pre- 
sent political model decline, the military will be called on to perform 
increasingly domestic policy functions. If the political situation were 
to deteriorate rapidly, and conditions reached a sustained, high level 
of crisis, the armed forces would much more likely support alternative 
leadership from within the system, rather than msk allying itself with 
groups outside the PRI. The Mexican military, other than its control 
over the use of force, does not offer skills different from the present 
political elite, nor does it have a numerous constituency among the 
general population. Moreover, no group outside the political leader- 
ship readily identifies with Mexico's military. In the short term, then, 
the future of the military is very much tied to the legitimacy and 
capabilities of civilian decision-makers. 
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The Mexican media display many of the features of limited pluralism 
typical of the country’s political arena. Since the mid-1970s, the 
media have undergone a carefully designed liberalization. In particu- 
lar, specialized elite outlets of critical expression have flourished in a 
remarkably open atmosphere. However, this liberalization has oc- 


curred side by side with incidences of governmental intervention. As 
a result, newspapers with the largest circulations and the mass elec- 
tronic media, television in particular, continue to pursue cautious 
editorial policies. 

The preponderance of governmental influence in the media has 
traditionally tended to reinforce the dominance of the Institutional 
Revolutionary Party (PRI). In spite of greater legal sensitivity to 
issues Of fairness and opposition party access to the media, govern- 
mental influence is especially evident during electoral campaigns and 
serves to strengthen the ruling party’s nominee. With an eye to 
providing a contextual backdrop and interpretation of media behav- 
ior in the 1988 presidential electoral environment, this chapter will 
focus on the history of the Mexican media, their institutional struc- 
tures, and the editorial practices of television and newspapers. 


The Origins of Mexican Television 


Television technologies may be inherently neutral, but broadcast 
institutions and the messages they transmit are the product of cul- 
tural, economic, and political choices. Media institutions do not 
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evolve independently of their national political and social contexts; 
rather, television is a mirror which reflects politics and society. In 
Mexico television is an institution deeply embedded within the fabric 
of the single party power structure. Not surprisingly, politicians have 
employed the tremendous influence of television to complement the 
state and the political authority of the PRI. 

The structure of Mexican television was determined in the 1950s 
during the unabashedly pro-North American, free enterprise-ori- 
ented presidency of Miguel Aleman Valdés. It was an era in which an 
unchallenged conservative consensus within the PRI favored 
strengthening the domestic private sector and multinational ventures. 
Thus, when faced with the choice between a public broadcast system 
based on the British model and a commercial system based on the 
U.S. model, Aleman opted for a commercial system. This environ- 
ment shaped the structure and ideological tone of television for al- 
most twenty years. 

Mexican commercial licensing practices were reminiscent of eigh- 
teenth century British monarchical licensing in publishing; the presi- 
dent handed out licenses to friends and politically reliable individ- 
uals. The first station was licensed to R6mulo O’Farrill, Sr., and 
began operations in 1950. O’Farrill’s ties to the PRI revolutionary 
family were cemented by the marriage of his son, Romulo O’Farrill, 
Jr., to the daughter of former President Manuel Avila Camacho. 
Aleman assigned the second license to the late Emilio Azcarraga, Sr., 
who began broadcasting in 1951. Azcarraga dominated the Mexican 
commercial radio industry and brought his entrepreneurial genius to 
the nascent commercial television industry. The third license was 
awarded to Guillermo Gonzalez Camarena in 1951, a former Azcar- 
raga employee. By 1955 all three stations had fused into one commer- 
cial enterprise, then known as Telesistema. 

President Aleman entered the television business upon leaving 
office. Apparently, a gentleman’s agreement shaped the process of 
distributing concessions, allowing for Aleman’s eventual entrance 
into the venture. The marriage of Azcarraga’s experience in the 
management of commercial media and Aleman’s political protection 
for the new industry produced an unbeatable combination. Thus, 
from the beginning, Mexican commercial television was intimately 
aligned with the political system. Alem4n’s entrance into broadcast- 
ing informally integrated television into a cooperative relationship 
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with the state in general and with the conservative wing of the PRI in 
particular. 

Mexico’s commercial television system went unchallenged for al- 
most twenty years until the political pendulum swung toward popul- 
ism after the student movement of the 1960s. Critics, inside and 
outside of the PRI, believed that television should be employed by the 
state to accomplish social goals. They argued that commercial televi- 
sion whetted consumer expectations that were inappropriate to Mex- 
ico’s modest level of economic development. For the most ideologi- 
cally motivated, commercial television implanted a capitalist culture 
that did not serve Mexican revolutionary mythologies. The elimina- 
tion of commercial television would move the Mexican political, 
cultural, and economic system an important step closer to a socialized 
economy. As Mexican political elites bent in the wind of the populist 
storm, pressure mounted to change what had been, since its incep- 
tion, an exclusively commercial system. A conservative television 
industry increasingly came into conflict with a populist state. 

Gustavo Diaz Ordaz introduced the beginnings of a mixed system 
of public and private television toward the end of his presidency in 
1968. Social needs and development considerations impelled the 
creation of a rural television network and a national secondary tele- 
school system. Political considerations also animated the drive to 
strengthen state television. After the 1968 student riots, authorities 
felt the need for state-owned media outlets and more control over 
news reporting. Punitive taxes and government decrees tantamount 
to nationalization threatened the very survival of commercial televi- 
sion, but it survived the 1968 crisis, albeit in an altered form. In 
exchange for the government’s nullification of the punitive decrees, 
commercial broadcasters granted the state access free-of-charge to 
12.5 percent of commercial air time. Additionally, Diaz Ordaz li- 
censed two new competitive stations rivaling Telesistema, that is, 
Channel 8 to the Monterrey Group, and Channel 13 in Mexico City to 
movie theater impresario Barbachano Ponce. 

Government criticisms of news handling of the student distur- 
bances induced an internal shake up of news broadcasting within 
Telesistema. Before 1968 the networks had sold the right to produce 
television news to newspapers operating independently of the net- 
work. After 1968 these concessions were retired and news program- 
ming came under the strict production and supervision of the Tele- 
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sistema network itself. A new, professionalized network news 
department was created and manned by anchorman Jacobo 
Zabludovsky and Miguel Aleman, Jr., who succeeded his father at 
the helm of the network just as did Emilio Azcarraga, Jr. The new 
arrangement placed direct control and responsibility for editorial 
judgments in network hands. This change enabled network execu- 
tives to respond to governmental criticisms of news handling. 

Under President Luis Echeverria Alvarez, rhetorical attacks on 
commercial television became more virulent. During much of his 
tenure, the commercial television industry existed under a virtual 
state of siege, fearing nationalization at any moment. For a time it 
appeared that commercial television might be sacrificed on the altar 
of Mexico’s revolutionary mythology, which has traditionally re- 
quired the periodic expropriation of major industries. 

The return to a competitive system in 1968 sparked a fierce battle 
for audience ratings and a concomitant decline in the quality of 
programs. In an effort to end this decline, a bargain was struck in 
which Echeverria authorized Telesistema in 1973 to absorb the Mon- 
terrey Group’s Channel Eight. The new entity was regrouped under 
the name of Televisa and remained under the dominant control of 
Azcarraga, Aleman, and O’Farrill. In return for an end to costly 
commercial competition, the new unified network promised to de- 
vote a greater percentage of its pooled resources to cultural program- 
ming. Echeverria permitted the merger and creation of Televisa in 
exchange for the firm’s producing a large number of high quality 
historical dramas and highly innovative social educationa! programs 
on topics such as family planning. 

Nonetheless, Echeverria was also determined to strengthen state 
broadcasting, and, in 1973, the state acquired Channel 13 in Mexico 
City to serve as the flagship of a national state-run network. Echever- 
ria appreciated both Televisa’s popularity with its public and the fact 
that it served as an important pillar of PRI support. Furthermore, the 
state was ill-equipped to fill the void that the nationalization of 
Televisa would have entailed. Thus, rather than provoke a confronta- 
tion with private broadcasters and the private sector in general, 
Echeverria aspired to create a counterweight to the generally pro- 
U.S., ideologically moderate Aleman media empire. Commercial 
television again survived through a creative accommodation in which 
both state and private broadcasting were assigned distinct, peacefully 
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coexisting roles. In addition to building up state television, Echeverria 
may have dreamed of perpetuating his populist political line through 
personal television acquisitions. While he was unable to succeed in 
secret efforts to obtain a television station, he did purchase print 
media outlets. 

Clearly, Televisa and state television project different images, per- 
form different social missions, and are inspired by different editorial 
ideologies. The producers and executives in Mexico's state television 
industry are noticeably to the left of those in commercial broadcast- 
ing. These ideological differences are especially evident in the edi- 
torial handling of foreign policy questions. Televisa adopts a friendly 
attitude toward the United States and does not look kindly upon 
Central American guerrilla movements, while state broadcasting 
evinces a critical stance vis-a-vis the United States and a more sympa- 
thetic attitude toward insurgent movements in Central America. The 
appointment of former PRI Secretary General, Enrique Gonzalez 
Pedrero as the director of Channel 13 during the Echeverria adminis- 
tration clearly indicated the leftist flavor of state broadcasting. Presi- 
dent José Lépez Portillo’s appointment of his sister, Margarita, to 
direct the channel underscored public broadcasting’s lack of auton- 
omy with respect to the state. 

The shifting balance between state and public broadcasting in 
Mexico parallels the shifting ideological currents over time and the 
playing out of traditional liberal/conservative tensions within the 
ruling party. Ultimately, what emerged in the 1970s and 1980s is a 
mixed broadcast system that mirrors the mixed economy and prag- 
matic ideological heritage of the PRI regime. The development of a 
public broadcast system alongside of, rather than displacing, com- 
mercial broadcasting reveals a pragmatic accommodation to changing 
ideological forces within the PRI. Limited ideological diversity in the 
electronic media duplicates the limited pluralism in the Mexican 
political system. However, the expansion of state broadcasting 
excited conflicts and has damaged the previously existing relation- 
ship of confidence between commercial broadcasting and the PRI 
government. In place of that modus vivendi stands a marriage of 
convenience. 

Adjustments in the public-private balance continue to this day. 
President de la Madrid has consolidated the administration of public 
broadcasting through the formation of the Instituto Mexicano de 





98 


INSTITUTIONS 


Television (IMEVISION). Further, Televisa continues to experience 
governmental pressure to conform to vaguely defined concepts of 
social responsibility. Fending off such pressures, Televisa has dedi- 
cated an entire channel, Channel 8, to noncommercial, cultural pro- 
gramming since 1982. Indeed, Televisa has more successfully pro- 
vided a model of lively educational programming than the state 
broadcasting networks, although they were created explicitly for that 


purpose. 


The Structure of Mexican Television 


Mexican television has evolved from a commercial network system 
during the 1950s into a mixture of public and private broadcasting by 
the early 1970s. State broadcasting consists of Televisién Rural de 
México; Telesecundaria; Channel 11 run by the Polytechnic Institute; 
and a national cultural network under two governmental flagship 
stations, Channel 13 and Channel 7. Additionally, the government 
has access to 12.5 percent of all commercial television broadcast time 


gratis in lieu of taxation. 

However, there is little question that the dominant force in Mexican 
television is Televisa, a commercial monopoly with four stations 
(Channels 2, 4, 5 and 9) in the Mexico City area and two cable services 
which reached a domestic audience of approximately 50 million peo- 
ple in 1980. Televisa’s media interests extend beyond television to 
include two major news dailies, numerous weekly and monthly maga- 
zines, recording studios, movie studios, and the XEW and XEQ 
flagship stations of the two largest radio networks in Mexico. 

Televisa’s commercial interests transcend its impressive command 
of the Mexican market. Televisa is a multinational enterprise whose 
global reach defies the stereotypic assumptions that both U.S. and 
Latin American scholars hold regarding media imperialism and pre- 
sumed North American domination of world media markets. Televisa 
has penetrated U.S. Hispanic markets with remarkable efficiency. 

Until recently, Televisa was the power behind Univisién (originally 
known as Spanish International Network, SIN); Televisa controlled 
75 percent of Univisidén’s stock. A commercial network with more 
than 300 affiliates in the United States, Univision boasts an audience 
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of approximately 4.1 million Hispanic households (82 percent of the 
Hispanic market) and estimated annual advertising revenues of al- 
most $60 million. Univisién provides affiliates with Spanish language 
television programming, much of which consists of second run pro- 
grams produced originally in Mexico for Televisa. Televisa also con- 
trolled Galavision, a subscription channel featuring Spanish language 
movies. Additionally, Televisa held interests in at least seven U.S. 
Stations under the Spanish International Communications Corpora- 
tion (SICC). 

In 1986 under pressure from the Federal Communications Com- 
mission for violating a U.S. law forbidding greater than 20 percent 
control of television stations by foreign nationals, Televisa sold its five 
largest affiliates and five smaller stations to Hallmark Cards, Inc.., 
and First Capital Corporation of Chicago for $301.5 million. The sale 
of SICC carried the stipulation that Hallmark would continue to 
purchase Univisién programming for a two-year period. The industry 
is so dynamic within the North American market that Univision was 
able to attract former U.S. Ambassador to Mexico, John A. Gavin, to 
head Univisa Satellite Communications in Los Angeles. 

Televisa is also one of the world’s largest producers and exporters 
of television programs. In the early 1980s, it was selling abroad 23,000 
hours of programs a year, making it one of the top five exporters in the 
world. Periodically, Televisa operates as a pan-hemispheric network. 
Through satellite linkups with twenty Latin American nations, Tele- 
visa beams programs on special occasions to 400 million viewers. The 
linkup provides an exceptionally attractive market to multinational 
advertisers, as well as fostering a hemisphere-wide, Latin American 
popular culture. 

This multinational dimension to hispanic broadcasting has raised 
questions of sovereignty and cross national political penetration. For 
example, until recently Univision broadcast its equivalent of the CBS 
Evening News live from Mexico City; news judgments were being 
mude in Mexico for a U.S. audience. Similarly, when Azcarraga 
attempted to bring Mexico City Televisa anchorman Jacobo 
Zabludovsky to work in the news department of Univisién, the news 
director of Univisién expressed concern that Zabludovsky’s many 
years of work in the more controlled news environment of Mexico 
might affect the credibility of Univisién news. 
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Television and Politics: A Faustian Pact 


The entry of former President Miguel Aleman into broadcasting 
marked the beginning of a Faustian pact between private television 
and the state. The state had granted the television industry the license 
to use the airwaves for commercial profit in exchange for an implicit 
guarantee of political loyalty. That pact has guided the editorial 
norms of Mexican television from its inception. Significantly, the 
inauguration of Mexican television began with the broadcast of Ale- 
man’s state of the nation address. 

Initially, the accord functioned on the basis of a natural consensus, 
for those who ran the industry felt a common interest and affinity with 
political authorities. However, the viability of this pact depended on 
the ascendancy of the conservative , more pragmatic wings of the PRI. 
The shift toward populist politics in the early 1970s ended the honey- 
moon between Mexican commercial television and the PRI 
government. 

Threats of nationalization hang like the sword of Damocles over 
the head of Televisa executives. Since the troubled years of the 
Echeverria administration, the potential for nationalization has 
been utilized to enforce political control over television editorial 
norms and to extract ever greater concessions to state interests. As 
Televisa president Miguel Aleman, Jr., has noted, “We are a 
concession . . . and because we are a concession, obviously we must 
follow certain rules of the game. Many times without thinking about 
it, almost without consulting anyone, one censors oneself into si- 
lence.’’* Equally corrosive of editorial independence has been the 
fear of losing such generous state-provided benefits as favorable 
access terms to Mexican satellite facilities. Private broadcasters have 
chafed at the limits placed on their editorial autonomy and ques- 
tioned the security of their pact with the state. Nonetheless, the 
economic and political costs of breaking the pact are too high, making 
pragmatism and opportunism the only routes feasible. 

Conflicts with political authorities appear periodically to extend 
beyond the business interests of Televisa into the broader realm of 





* Interview with Miguel Aleman Velasco in Proceso (September 15, 
1986), p. 7. 
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national policies. The populist rhetoric of the Echeverria administra- 
tion provoked concerns about the fate of free enterprise in Mexico. 
Reportedly, Lépez Portillo’s nationalization of the banking system 
elicited vigorous, if private, dissension from Televisa executives. Al- 
though commercial broadcasters may have been inclined to expose 
their audiences to dissenting editorial views, their hands were tied by 
the ever present fear of political reprisal. Nonetheless, Televisa and 
many Mexican entrepreneurs see the survival of commercial televi- 
sion as crucial to the defense of a market economy in Mexico. An 
attack on one is seen as an attack on all. 

The constraints under which Televisa labors make it difficult to 
determine the network’s political coloration. Leftist critics paint Tele- 
visa as a reactionary villain, an agent of U.S. imperialism, and an 
opponent of the PRI’s progressive mission. Not uncommonly, public 
broadcasters see their role as preventing Televisa from leading the 
Mexican middle classes in a Chilean style “caserolisma’—a final 
showdown between Mexico’s advancing socialism and the dreaded 
forces of great capital. By contrast, conservative opposition leaders 
picture Televisa as a slavish provider of PRI support and describe 
Televisa’s conflicts with the state as mere spats within the revolution- 
ary family. They bitterly complain of Televisa’s biased coverage of 
election events and the resulting obstruction of the formation of a 
national opposition movement. The truth lies somewhere in the 
middle. 

Televisa is an important source of support for PRI authorities. 
Emilio Azcarraga, Jr., has declared himself “‘a loyal soldier of the 
president.” This testimony has translated into cooperation with polit- 
ical authorities in developing “‘spot’’ advertisements and campaigns 
to popularize policies. Assistance during electora! campaigns is tradi- 
tionally offered to each new PRI candidate. More subtly, Televisa’s 
ostensibly nonpolitical programs, popular entertainment figures, and 
news programs reinforce official messages. Given Televisa’s formal 
independence as a private 2nterprise, such messages enjoy greater 
receptivity than would governmental pronouncements. 

Televisa’s tremendous popularity attracts a larger viewing audi- 
ence than competing state networks; consequently, it is the preferred 
channel for televising important state occasions. It is not uncommon 
for Televisa anchorman, Jacobo Zabludovsky—often described as 
the Walter Cronkite of Mexico for the fatherly confidence he ex- 
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udes—to accompany Mexican presidents on their foreign and domes- 
tic travels. 

Yet, at times Televisa executives have clashed with political author- 
ities. More profoundly, Televisa executives are uncomfortably aware 
that they risk losing their credibility and popularity with the Mexican 
public should they be perceived as a mere appendage to PRI rule. 
Sull, independent and critical reporting risks political reprisal. This 
lesson was driven home during the hotly contested gubernatorial 
elections in the state of Chihuahua. Televisa reporting or, as opposi- 
tion figures would suggest, nonreporting of events in Chihuahua, 
damaged the corporation's reputation as an independent entity. Tele- 
visa president, Miguel Aleman, Jr., acknowledged that in the case of 
Chihuahua, “Indecision created a form of self censorship.” The 
incident provoked an unusual period of soul searching at the upper 
reaches of the television industry, and the editorial policies of the 
industry will be tested again during the 1988 presidential election. 


The Structure of the Mexican Press 


Newspapers are by far the major source of information for the better 
educated in urban Mexico, with the Mexico City elite often reading 
two or more daily newspapers. Clearly, this audience considers televi- 
sion a secondary source of information and opinion. 

Although the Mexican press operates in a controlled environment, 
it does not suffer the rigid constraints of the television industry. Its 
greater ideological diversity and critical liberty is explained partially 
because illiteracy limits press circulation; in comparison with the 
mass penctration of television, newspapers are presumed to have less 
impact on public opinion. Additionally, print media play the role of 
offering a safety valve for intellectuals and other middle class ele- 
ments. Greater tolerance of critical expression in the print media was 
part of the political opening to the Mexican left during the late 1960s. 
The ventilation of elite opinion offers the regime, which is not insensi- 
tive to public opinion, a means of gauging the national pulse and 
responding appropriatély. 

Mexican newspapers, newsweceklies, and newsmonthlies have clear 
identities and ideologies. As in electronic broadcasting, the publica- 
tions industry is partially structured by powerful family names linked 





to ideologies. These families exercise a definitive influence through 
their control of the major national and regional newspaper chains. 
For example, two leading national news dailies, Novedades and the 
News, are owned by Miguel Aleman and Romulo O’Farmill and 
represent moderate to conservative views in the context of official 
PRI doctrine. The News is a major source of English language infor- 
mation throughout Mexico and Novedades is second in reported 
readership among the educated elite of Mexico City. It appears to 
project and attract an audience with positive views on U.S.-Mexican 
bilateral relations. Other papers, such as E/ Heraldo de México 
owned by the Alarcon family, are more outspokenly identified with 
the conservative business leaders and project favorable images of 
bilateral relations. 

Similarly, former president Echeverria is widely believed to own a 
significant share of the largest editorial publishing house in Mexico, 
Mexican Editorial Organization (OEM), and its national newspaper 
chains, El Sol de México and El Universal. Some speculate that 
Echeverria’s OEM business associate, Mario Vasquez Rana, has 
expanded Echeverria’s influence to the international level through 
the controversial 1986 acquisition of United Press International. 

The leading Mexico City news daily, Excelsior, reaches almost one 
half of Mexico's educated elite during the course of a week. The paper 
boasts a diverse audience, reaching a cross-section of Mexican society 
in terms of ideology, class, and profession. Following a government- 
manipulated 1976 shakeup of its executive management, Excelsior 
can generally be relied upon to give official perspectives prominent 
display and to feature stridently nationalistic views, although its 
editorial page carries a variety of views. The single best source of 
informed gossip about the inner workings of governmental circles, it 
is invaluable in tracing the intricate maneuvers of cliques, cabals, and 
governmental relations with business and labor leaders. 

Dailies such as Unomdsuno, which was opened to complement 
Proceso’s weekly coverage, and La Jornada best represent Mexico's 
independent left. Both tend to offer closer coverage of rural and 
union issues than other papers. Unomdsuno sprang to life during the 
political opening to the left designed by the Echeverria administra- 
tion. La Jornada, formed in 1986, is the product of factionalism within 
Unomasuno. These two tabloids tend to give prominent play to the 
statements and views of socialist leaders from the Mexican Workers’ 
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Party (PMT) and the Unified Socialist Party of Mexico (PSUM), 
which have fused to form the Mexican Socialist Party (PMS). These 
papers cultivate an oppositionist image and have a strong appeal in 
university circles. 

Finally, an ever more vigorous regional press flourishes outside of 
Mexico City. This is especially evident in northern Mexico, where 
highly successful newspapers such as the Monterrey-based E/ Norte 
operate state-of-the-art plants that can compete with any in the 
world. Regional and northern newspapers are distinguished from 
their Mexico City counterparts by their greater reliance on commer- 
cial rather than governmental advertising and the less competitive, 
saturated nature of their markets. Their financial health permits a 
markedly greater degree of editorial independence than is found in 
most capital newspapers. 

Newswecklies and monthly magazines also possess well-defined 
intellectual and ideological identities. They are generally formed 
around a camarilla, or nucieus of intellectual leaders, whose individ- 
ual prestige lends voice and force to the publication. The two leading 
monthlies of this character that are read in elite circles are Vuelta and 
Nexos. Vuelta is a politically moderate to conservative political-liter- 
ary monthly edited by the well known Mexican poet, Octavio Paz and 
historian Enrique Krauze. Nexos, edited by Héctor Aguilar Camin, i. 
socialist in orientation and devoted to a similar high quality mix of 
political, scholarly, and literary analysis. 

Mexico's most renowned weekly news magazine, Proceso, was 
formed in the aftermath of the 1976 Excelsior shake up by the former 
Excelsior editor, Julio Scherer Garcia. It has carved out a unique 
reputation for aggressive investigative journalism on issues related to 
corruption and political opposition movements. While a degree of 
editorial diversity can be found in its pages, the magazine features 
opinion pieces by distinguished leftist intellectuals and politicians, 
including Carlos Monsivais, Jorge Castafieda, Jr., and Heberto 
Castillo. 

Although all of these magazines have a small circulation, they 
serve the important function of providing intellectuals with an outlet 
and offering in-depth, editorial, and scholarly analyses of key issues. 
Additionally, these journals tend to lead elite opimon among the 
middle class, politicians, and scholars. They serve a function that far 
exceeds in importance their limited readership—specifically that of 
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generating new ideas aad defining the conceptual framework of 
Mexican political life. 


Political Control and Print Journalism 


In Mexico City alone, there are at least twenty news dailies, the most 
important being Excelsior, Novedades, Unomdasuno, La Jornada, El 
Universal, El Heraldo, Ovaciones, El Sol de México, the News, La 
Prensa, El Dia, and El Nacional. The number of Mexico City news- 
papers is both a strength and weakness: a strength in terms of ideolog- 
ical diversity; and a weakness in that no one newspaper captures a 
market share sufficient to ensure financial viability. The precarious 
economic footing of all Mexico City newspapers encourages reliance 
on government advertising and a consequent vulnerability to govern- 
mental pressures. An exasperated President Lopez Portillo illumi- 
nated this dependence when he suspended government ads in Pro- 
ceso exclaiming: ““Why should | pay you to criticize me?” 

The PRI maintains its own daily newspaper, E/ Nacional. There 
are signs that as the government permits greater liberalization in print 
media, it is also pursuing the strategy of strengthening its own directly 
controlled media outlets. Thus, F/ Nacional has received a tremen- 
dous financial infusion aimed at turning it into a Mexican government 
version of USA Today. Mexico's new communications satellite, Mo- 
relos, will transmit simultaneously pages of the newspaper to eleven 
color production plants throughout the nation. Perhaps not coinci- 
dentally, the first plant opened in Monterrey, the home of the critical 
newspaper, El Norte. 

In ad«ition, in an August 21, 1985, decree, the government estab- 
lished that private enterprises wishing to utilize the new technology of 
satellite transmission of printed material would require a license from 
the state. Further, the decree established that, although a private 
enterprise might purchase and construct telecommunications plants 
for satellite publishing, those plants would be considered state 
property. 

Further, a governmental monopoly upon the importation, produc- 
tion, and sale of newsprint through the state enterprise, PIPSA, 
inhibits hard-hitting investigative journalism. The potential loss of 
easy purchasing terms or being refused a supply of paper encourages 
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self censorship. The traditional PIPSA monopoly on the importation 
of newsprint is, however, being altered with Mexico's entry into the 
General Agreement on Tariffs and Trade (GATT). Newsprint im- 
ports will be gradually freed of both quotas and tariffs, reaching 
complete liberalization by the summer of 1988. 

Self-censorship ts an unmeasuratie , subjective , difficult-to-define, 
and ubiquitous practice. Perhaps the Mexican case is distinguished by 
the many available reminders that self-censorship ts the safest route 
to avoiding professional reprisals. Heavy-handed or direct govern- 
mental intervention ts rarely necessary to induce self-censorship. 

The 1986 closing and governmental reorganization of the conserva- 
tive newsweckly, /mpacto, is a reminder of what happens when a 
publication attains a mass circulation, adopts an aggressively opposi- 
tionist stance, and relentlessly excoriates cabinet ministers. Re- 
minders of the 1976 shake up of Excelsior’s executive management 
jogs the memory of the forgetful. Those print and electronic outlets 
that attain a mass audience must be especially cautious in their 
editorial policies, as tolerance is a luxury that is more easily afforded 
limited circulation publications aimed at the elite. The likelihood that 
the government will scrutinize editorial content and launch reprisals 
increases in proportion to the size of the media audience and the 
degree of critical reporting. 

The firing or resignation of journalists who pursue controversy (as 
in the case of the 1987 resignation of Pete Hamill, the New York 
journalist who resigned as editor of the News in a flurry of conflicts 
with the publishers over censorship) or, more seriously, the recent 
unexplained deaths of such investigative journalists as Manuel Buen- 
dia and Carlos Loret de Mola reinforce journalistic caution. Thirty 
journalists have died under unclear circumstances since 1971, accord- 
ing to the Latin American Federation of Journalists. Some were the 
presumed victims of local strongmen or caciques whose interests had 
been affected; others angered national figures; and several deaths 
remain shrouded in mystery. Finally, the lack of trained professional- 
ism and meager salaries make newsmen more vulnerable to corrup- 
tion. Government ministries routinely offer payments to favorite 
journalists and editors who, in return, create special stories lauding 
the ministries’ performance. Such covert payments, known as igualas, 
should not be confused with gacetillas, stipends given to editors or 
reporters to carry specific stories in the news columns of their 
publications. 
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The norms of newspaper editorial behavior are similar to those in 
electronic broadcasting but have entered a new era of uncertainty 
following the political liberalization of the 1960s and 1970s. After the 
Diaz Ordaz presidency, editorial norms loosened, but were still sub- 
ject to the caprice of individual presidents. Variation continues to 
occur with each new chief executive. In the case of Miguel de la 
Madrid Hurtado, mixed signals emanate from the /mpacto case and 
the expansion of the PRI official newspaper, E/ Nacional. Yet, para- 
doxically, these setbacks occur amid an overall trend toward liberaliz- 
ation. Mexican print media are increasingly divided, not only along 
ideological lines, but also by which opposition group they support. 

Traditionally, the first rule for journalists is to protect the institu- 
tion of the presidency; the president must not be criticized directly 
nor should his image be tarnished while he is in office. By and large 
this norm still obtains for incumbents, but once the chief executive 
relinquishes the presidential sash to his successor, he may become the 
target of the kind of unprecedented public excoriation that afflicted 
Echeverria and Lépez Portillo. A second unwritten rule stipulates 
that journalists should avoid directly criticizing individual cabinet 
ministers. Policies may be criticized, but not individuals. Still, indi- 
viduals may become closely identified with policies, making criticism 
of the policy tantamount to criticism of the policymaker. Nonetheless, 
the personal wrath of a cabinet secretary is always to be feared, 
especially because the next jefe maximo will inevitably be drawn from 
the cabinet. 

The role of the insider is particularly important in an authoritarian 
environment where information is often unreliable or scarce. The 
paucity of verifiable information heightens the susceptibility of Mexi- 
can society to rumor and creates a special role for the well-connected 
columnist. Additionally, the dearth of reliable information has had an 
unintended positive side-effect of carving out a special role for the 
astute opinion leader. The Mexican press is unique for the extent to 
which it has mobilized some of the nation’s greatest scholarly and 
intellectual talent in its op-ed pages. To a remarkable degree, Mexi- 
can intellectuals participate in a vigorous public dialogue on the 
opinion pages of news dailies, weeklies, and monthlies. If information 
is lacking, well-formed opinion is not. The ideological span of Mexi- 
can newspapers exceeds that of the United States, reflecting the more 
ideologically diverse context of Mexican political life. 

Moreover, before the formal announcement of the PRI candidate, 
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journalistic favoritism for any precandidate or tapado is avoided given 
the cost this entails if one’s candidate fails to attain the nomination. 
Once the PRI candidate has been announced, aggressive or equal 
time campaign coverage of opposition candidates is not found in any 
but the most overtly oppositionist newspapers and magazines such as 
Unomasuno, La Jornada, El Norte, and Proceso. Rather, national 
newspapers such as Excelsior and Novedades will almost religiously 
devote headlines to the PRI candidate's campaign statements. 


The Media and the 1988 Presidential Election 


Since 1982 the Mexican government has shown greater interest in 
influencing media reporting and the thinking of important U.S. and 
international opinion leaders. The wave of critical press reporting on 
the 1982 financial crisis and later on the difficult 1985 mid-term 
elections stunned and offended Mexican authorities. They were unac- 
customed to the harsh scrutiny of the assertive U.S. press, which 
magnified and examined Mexican flaws in excruciating detail. In the 
minds of Mexican officials international coverage of corruption, drug 
trafficking, and electoral fraud has undermined efforts to restore 
confidence in public institutions. In particular, negative press reports 
on the reliability of the electoral process has led to a questioning of 
the legitimacy of elected officials. In the light of the experience of the 
1985 mid-term elections, continued governmental efforts to influence 
press reporting of elections are evident. 

The initiative for that effort has come from the office of the press 
secretary in the Mexican embassy in Washington, D.C., which has 
interacted vigorously with the U.S. media, and from the President’s 
Office of Social Communication in Mexico City, which acts as the 
president's executive coordinator for media relations. The president's 
press secretary attempts to influence coverage of both the Mexican 
and the international media. In recent years, the press secretary has 
actively engaged the international press community, inviting journal- 
ists and opinion makers to major state functions and hiring Washing- 
ton public relations firms to influence coverage in the United States. 
Efforts have been made to encourage greater contacts between U.S. 
hispanic journalists and their Mexican counterparts in the hope of 
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playing upon ethnic sympathies and developing a friendly media 
hearing. 

All Mexican media come under the purview of the Ministry of 
Government, which devotes one of its three undersecretary positions 
to the management of domestic media. Additionally, Mexican legisla- 
tion establishes within the Ministry of Government a special division 
for media affairs, the General Direction of Radio, Television, and 
Cinematography (RTC). Within RTC, a special Mexican Institute of 
Television regulates television. 

In Mexico, the liberalization of journalistic practices that has taken 
place since the early 1970s, poses problems for the liberalization of 
the Mexican political environment. The press has been opened at a 
more rapid pace than the political system as a whole. Measures that 
initially provided a safety valve for discontented intellectuals may be 
affecting the broader political community in general and crucial 
middle class constituencies in particular. Electoral abuses are now 
harder to hide; the public reads about them in the newspapers. 

Similarly, though vigorous reporting of opposition electoral activ- 
ity remains scanty in the national press (as compared with the re- 
gional press), the sprinkling of national reporting may stimulate 
electoral interest on the national level. Thus, the Mexican political 
system faces a dilemma of weighing the presumed benefits of press 
liberalization (relieving pressures for change) and the potential costs 
(stimulating new demands for change). Likewise, electoral develop- 
ments are influencing the media environment. Electoral activism and 
public opinion are placing pressure on the more restricted areas of 
Mexican media, such as television, to liberalize more rapidly. 

Mexican electoral law guarantees access to broadcast time for 
political parties in an effort to subsidize the high cost that opposition 
parties would otherwise have to pay for advertising time on the state 
end commercial networks. For instance, the cost of political advertis- 
ing on prime time commercial networks is beyond the meager finan- 
cial resources of all opposition parties. Although Televisa has indi- 
cated a willingness to accept paid advertising of opposition parties (a 
departure from past practices), these parties are unlikely to avail 
themselves of this option. The state, in order to save expenses for 
meeting the provisions of the law, utilizes its access to 12.5 percent of 
commercial air time to broadcast campaign spots. 

Every party has access to fifteen minutes of broadcast time in radio 
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and television per month. The parties must divide their air time into 
two weekly programs. The amount of air time is increased during 
campaign periods. A specialized organ of the state, the Commission 
of Broadcasting, maintains production facilities and produces adver- 
tisements based on the scripts provided by the political parties. 

Public opinion, both domestic and international, plays an impor- 
tant role in Mexico’s elections. The media in Mexico, as elsewhere, is 
an important arbiter of public opinion and purveyor of political infor- 
mation. The PRI’s 1988 presidential candidate stated, “The PRI 
aspires not only to electoral victory, but that the people believe in our 
victory.” Clearly, the media play the critical role of casting judgment 
on official election results. The voice of the media weighs even more 
heavily in moments of crisis, when government authority is vulner- 
able and public susceptibility to critical analysis heightened. 

Mexico has entered a period of self-doubt, self-questioning, and 
experimentation in the 1980s. That state of flux is also reflected in the 
Mexican media, which is testing the boundaries of the system’s toler- 
ance in an effort to carve out new liberties. Mexicans’ hunger for 
accurate information is reflected in their fascination with satellite 
dishes, the number of which is now estimated at more than 100,000 
(concentrated in the northern cities of Mexico). Similarly, Mexicans 
are attracted to the news and latest entertainment programs of U.S. 
commercial networks that are accessible via Mexican cable television, 
which attracted subscribers in 353,680 homes in seventy-nine cities as 
of 1987. 

In order for Mexicans to believe in, or relegitimate their political 
system, there is a perceived need for openness and liberty in the 
electoral, intellectual, and media arenas. Although traditional gov- 
ernmenta! leverage remains intact and ensures a partially manipu- 
lated media environment, government control measures misfire with 
an increasingly questioning public. The challenge is to reconcile PRI 
electoral dominance with an ever more critical media. 
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The Church 


Dennis M. Hanratty 





The Catholic Church is playing a much more significant role in the 
Mexican political system today than at any time since the 1930s. 
Bishops of all political persuasions are speaking out on sensitive 
political issues and are ignoring constitutional prohibitions on clerical 
involvement in politics. Indeed, the hierarchy is demanding an end to 
these constitutional prohibitions. In northern Mexico the Church has 
become an important actor in a growing regional movement against 
electoral fraud and corruption. In the south bishops in Oaxaca and 
Chiapas regularly condemn the government’s human rights and 
agrarian policies. 


Constitutional Restrictions on the Church 


A number of constitutional provisions, especially Article 130, confine 
the Church to the margin of the nation’s political life. The Church is 
not considered to have legal status; ecclesiastical political activity is 
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prohibited; and the clergy are both denied the nght to vote and 
forbidden to criticize the basic laws of the country, the political 
leadership of the country, or the political system. Although the 
Church never officially accepted these constitutional prohibitions, it 
reduced its protests after the early 1940s when the state passively 
offered non-enforcement of key articles of the constitution in ex- 
change for the Church’s cooperation in maintaining social peace. 

However, today the church clearly regards these provisions as 
anachronistic and is demanding the right to play a much more visible 
role in national affairs. Four factors account for this change in atti- 
tude. First, Church leaders perceive that they must speak out as the 
nation experiences one of its most severe economic crises in modern 
times. Second, the government's inability to address economic needs 
has highlighted other major weaknesses in the political system, esp*- 
cially the problems of bureaucratic corruption and electoral fraud. 
Third, the episcopate appears convinced that the technocrats who 
dominate decision-making in Mexico either cannot or will not retali- 
ate against the Church. Finally, the Church hierarchy believes that a 
vigorous campaign that accentuates the Church's social teachings is 
essential to stem the growth of Protestant evangelical denominations 
and Christian sects. 


Evangelical Inroads 


The spread of the evangelical movement is one of the least-known 
aspects of contemporary Mexico. Between 1977 and 1985, the Catho- 
lic portion of the Mexican population declined from 96 percent to 92 
percent. This reduction was a direct result of aggressive missionary 
activity by more than 200 evangelical denominations and sects, in- 
cluding the Seventh Day Adventists, Jehovah's Witnesses, Mormons, 
and Assemblies of God. Although precise figures are unavailable, the 
most extensive missionary work has taken place in the rural areas of 
southeastern Mexico, where the Catholic Church has its weakest 
presence. Some Mexican anthropologists such as Andrés Fabregas 
have theorized that half the population in the states of Tabasco and 
Chiapas could belong to evangelical churches by the year 2000. 
The Catholic Church has responded to this challenge by charac- 
terizing evangelicals as threats to national sovereignty. The hierarchy 








Liberation Theology 

The liberation theology movement exists in Mexico, and the bishops 
are moving in the direction of accepting it as long as it ts within certain 
boundaries. The Mexican episcopate supports many of the tenets of 
liberation theology. The hierarchy has followed the lead of liberation 
theologians in employing the language of dependency theory to assess 
conditions of life in Mexico. For example, the bishops have said that 
rural areas are underdeveloped because of external dependency and 
internal colonialism. At the same time, however, the hierarchy is very 
much opposed to the concept of class conflict. Those liberationists who 
support class conflict will be opposed by the bishops. 

Another important issue for the bishops is the extent to which 
liberation theology threatens the institutional structure of the Church. 
The hierarchy’s great fear is that liberation theology may result in the 
creation of a horizontal rather than vertical church. In such a setting, 
individuals would give their allegiance to the Church provisionally—as 
long as bishops committed themselves fully to the struggle of the poor. 
The Vatican's Apostolic Delegate, Jerénimo Prigione, has tolerated 
liberation theology in southern Mexico because it has not been at odds 
with Church structure and doctrine. Prigione did not feel the same way, 
however, about liberationist efforts in the diocese of Cuernavaca under 
former bishop Sergio Méndez Arceo. At the investiture ceremony of 
Méndez Arceo’s successor in 1983, Prigione quoted liberally from 
Pope John Paul II's condemnation of “parallel churches” in Nicaragua. 
Christian base communities in Cuernavaca subsequently came under 
fire from the new bishop because they purportedly rejected hierarchi- 
cal authority and threatened Church unity. 
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contends that the uncontrolled proliferation of sects in Mexico 
threatens not only Catholicism but the nation as well because the 
missionaries disrupt social peace and divide communities. Evangeli- 
cals tend to focus on the spiritual dimensions of religion and generally 
do not offer a social and political message. The Catholic Church has 
seized upon this issue in an effort to discredit the sects and has 
Stepped up its own criticisms of national conditions in an effort to 
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demonstrate to poor Mexicans that the Church is concerned about 
their plight. 

The evangelical challenge has also made the Mexican prelates 
much more willing to support the Christian base communities move- 
ment (comunidades eclesidsticas de base—CEB). The CEBs are 
“small, lay-led groups of people, primarily poor, who combine con- 
sciousness raising, bible study, worship, mutual help, and (often) 
political action in defense of their nights.” Mexican CEBs are pri- 
marily composed of the rural poor and urban squatters, two groups 
which have proved to be quite susceptible to the proselytizing of the 
evangelicals. The Church's willingness to endorse the CEB move- 
ment—an endorsement symbolized in 1985 when Sergio Obeso Riv- 
era, archbishop of Jalapa and president of the Mexican Episcopal 
Conference, attended the CEB national meeting—has implications 
for Church-state relations. CEBs employ the language of liberation 
theology and are willing to become involved in sensitive local issues, 
such as squatters’ rights and the formation of independent unions. As 
a result, increased ecclesiastical involvement in political affairs can be 
anticipated. 


Views on Politics and Society 


Although the Church had been moving in a more assertive political 
direction throughout the early 1980s, it was not until April 1985 that it 
formally demanded a revision of the Constitution. The hierarchy 
specifically called for the recognition of the Church's legal status as 
well as the clergy’s right to vote in elections. The bishops denied that 
their demands were part of an ecclesiastical campaign to regain 
political power, insisting rather that the issue involved fundamental 
human rights. 

The hierarchy emphasized that its renewed interest in political 
affairs did not mean that the Church should involve itself in partisan 





* Berryman, Phillip, “Basic Christian Communities and the Future of 
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The Church before the Revolution 


The standard interpretation of the Church's role before the revolu- 
tion is that the Church was a conservative, reactionary force that stood 
in the way of the revolutionary movement. That ts the position of the 
government, and that is why the government harkens back to anti- 
clericalism. | am somewhat of a revisionist in this respect. I think that 
the government and most scholars ignore some of the very interesting 
movements that were occurring within the Church in the first decade of 
this century. The Mexican Church was being spurred on by events in 
Western Europe, specifically the social teachings of Pope Leo XIII. In 
the first decade of the twentieth century the Mexican Church estab- 
tions. These things were in advance of what the government was doing 
at that time. In the 1920s the government cracked down on the Church 
because the Church represented not a reactionary force that had to be 
crushed in order for the revolution to continue, but rather its chief 
competitor for the leadership of the movement for social change in 
Mexico. I believe that for the last eighty years there has been a fair 
degree of continuity in Church attitudes vis-a-vis the political system. 
In the 1920s and 1930s, the Church rejected the concept of violence 
and class conflict. The vast majority of the Church still does so today. 
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activities. The episcopate’s view is that priests must be above all 
political parties because the clergy’s mission is to promote unity. 

The vast majority of the Mexican hierarchy hold centrist political 
views and espouse a social doctrine well within the mainstream of 
Catholic teaching. Private property remains a good to be valued. As 
the hierarchy wrote in a pastoral in the 1970s on politics and society, it 
is not the nature of private property that is evil but rather the bad use 
to which it is often put. If private property conforms to the gospel 
message, then it is an important feature in the development of a more 
equitable society. The episcopate has been equally clear on the issue 
of Marxism, asserting that it is incompatible with Christianity. The 
bishops reject Marxism’s imminentist and materialist vision of man 
and history as weil as its endorsement of class conflict. 
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At the same time, however, the episcopate has contended that it 
cannct remain indifferent to events in Mexico and has a moral respon- 
sibility to denounce those actions that violate Christianity. Church 
leaders claim that they must make a moral analysis of the grave 
situation confronting Mexico and must condemn both corruption and 
poor management of public affairs. 


The Church and the PRI 


Since 1983 the Institutional Revolutionary Party (PRI) has been 
highly concerned about the Church's influence in molding voter 
attitudes in northern Mexico. In the 1983 municipal elections the 
National Action Party (PAN) captured the mayor's office in a number 
of state capitals in the north. Nowhere was the PAN’s strength more 
in evidence than in the state of Chihuahua, where it won most of the 
municipalities. 

High on the list of the PRI's explanations for what went wrong in 
those elections were the actions of Adalberto Almeida y Merino, 
archbishop of Chihuahua, and Manuel Talamas Camandari, bishop 
of Ciudad Juarez. Before the election, Almeida issued a pastoral 
charging that Mexico had a deformed political image characterized by 
corruption. demagoguery, lack of honesty on the part of public offi- 
cials, and insufficient respect for the democratic process. Talamas 
claimed that Mexico could hardly be called a democratic nation as 
long as the government and the official party were inseparable and 
peasant unions were manipulated by the government. 

Four months before the 1986 gubernatorial and mayoral elections 
in Chihuahua, the six bishops who head the Northern Pastoral Re- 
gion—consisting of the dioceses of Chihuahua, Ciudad Juarez, Tor- 
reén, Nuevo Casas Grandes, and Tarahumara—charged that deep- 
seated, widespread, and prolonged corruption suffused the Mexican 
government. The bishops reminded the faithful of their dioceses that 
all totalitarian governments attempted to justify their existence by 
claiming that chaos would follow their removal, and cautioned Catho- 
lics against being taken in by this ploy. 

After the PRI swept to victory in an election regarded by most 
foreign correspondents as fraudulent, the Church condemned the 
results. In his July 13 homily, Almeida employed the parable of the 





Good Samaritan to announce that the people of Chihuahua had fallen 
into the hands of robbers the previous week. He also stated that 
masses would not »¢ celebrated in the archdiocese on July 20 as a 
“strong sign on our part to those whose eyes still remained blind- 
folded or who are blinded by their own guilt.’ Government Secretary 
Manuel Bartlett Diaz contacted the Vatican's apostolic delegate to 
Mexico, Jerénimo Pnigione, and several bishops to seek their help in 
reopening the churches, warning them of an imminent confrontation 
between Church and State. Two days before the planned boycott, the 
Vatican directed Almeida to keep the churches open. Although the 
order was based ostensibly on requirements of canon law, the Vatican 
was apparently influenced by Prigione and the cardinals of Guadala- 
jara and Mexico City, all of whom felt that Almeida’s tactic was 
inappropriate. 

At the other end of the country, the seven bishops who head the 
South Pacific Pastoral Region—consisting of the dioceses of San 
Cristobal de las Casas, Tehuantepec, Tapachula, Oaxaca, los Mixes, 
and Huautla—frequently condemn the conditions of life faced by the 
region's Indian communities. A 1985 pastoral of these bishops was 
typical for its severe indictment of the Mexican system: 


We see poverty on the rise in this region. The deprivation is 
terrible. In the markets, in towns and on the outskirts of 
our cities, supplies are not as good as they used to be. 
Hunger is becoming apparent in these communities. In 
some places people are known to have starved to death. 
Many dress in dirty rags because they do not even have 
soap to wash their clothes. 


The bishops have condemned what they believe is a pattern of vio- 
lence aimed against peasants by large property owners and local 
government officials. They have also charged that officials have 
worked in tandem with regional drug lords. 

The South Pacific bishops in turn are regularly accused by local 
authorities of contributing to political instability. Considerable con- 
troversy has surrounded the bishops’ relationship with various leftist 
political movements in the area, such as the Isthmian Peasant-Stu- 
dent-Worker coalition (COCE]), which have emerged in the region 
since the mid-1970s. Arturo Lona Reyes, bishop of Tehuantepec, 
has denied the government's contention that he is responsible for 
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COCEI's growth; nonetheless, he ts clearly sympathetic to the coali- 
tion’s calls for fundamental changes in southern Mexico. Samuel Ruiz 
Garcia, bishop of San Cristobal de las Casas, is another prelate who 
has supported demands for basic reforms in the region. As a conse- 
quence, local officials have accused Lona and Ruiz of fomenting 
political instability, engaging in gun-running, and aiding guerrilla 
movements in Central America. Although authorities have not of- 
fered evidence to support these accusations, they have closed 
church; and expelled diocesan workers. 


The Future of Church-State Relations 


The current pattern of relations will probably continue. The Church 
will be unable to garner the necessary political support to force a 
modification in the Constitution. Nonetheless, this mability will not 
deter the Church from speaking out on politics. For its part, the 
federal government will probably not impose sanctions on the Church 
continue to skirmish with individual bishops and priests, notably in 
southern Mexico. 

Anti-clericalism is not a salient issue for technocrats such as Presi- 
dent Miguel de la Madrid Hurtado and his successor, Carlos Salinas 
de Gortari. Despite this, Church pronouncements on political events, 
whether they are hard-hitting or innocuous, usually are condemned 
quickly by PRI federal and state legislators. The typical comment is 
that the Church is engaging in an unacceptable intrusion into political 
affairs and may be subject to constitutional sanctions. More senior 
government and party officials typically respond in an indirect fash- 
ment's stance results from the conservative onentation of Mexican 
domestic policy since Cardenas left office in 1940. As the state has 
moved to the right, it has needed to rely on secondary issues, such as 
anti-clericalism, to demonstrate its revolutionary credentials. 

Despite the government's tough talk on penalties, Church leaders 
do not believe that a crackdown is going to happen. In carly 1986, de 
la Madrid stated that he would not allow the Church to stand in the 
way of the revolution. One would think that the Church hierarchy 
might be quite concerned by such a remark. However. the following 
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day Génaro Alamilla Arteaga, auxiliary bishop of Mexico City, chal- 
lenged the president to identify those priests who had violated the 
Constitution and punish them in accordance with the law. In July 
1986, Fidel Velazquez, leader of the Mexican Confederation of 
Workers, issued a statement similar to the president’s and suggested 
that sanctions be imposed against Bishops Almeida and Ruiz. The 
episcopate’s official spokesman responded the following day by dar- 
ing Velazquez to identify the article of the Constitution that prohibits 
the Church from denouncing fraud. 


Federal Electoral Code Amendments 


In December 1986, the legislature amended the Federal Election 
Code to require the imposition of an enormous fine (up to 3 million 
pesos in 1987) and a four- to seven-year prison sentence for any priest 
who influenced Mexicans to vote for or against a candidate or party, 
urged voters to abstain, or exercised any pressure over the electorate. 
It is doubtful that the amendment will ever be enforced. Certainly it 
has not reduced the number of clerical criticisms of government 
policy. Shortly after the amendment went into effect, Almeida imple- 
mented a Workshop on Catholics and Democracy throughout the 
Chihuahua Archdiocese. The workshop study guide accused the 
government of operating as a party dictatorship, clinging to primitive, 
closed methods, infringing on civil rights, and vitiating the exercise of 
voting. 

Although the federal government will probably not impose sanc- 
tions, the Church lacks the political muscle to change the Constitu- 
tion. The Popular Socialist Party (PPS), which is a leftist satellite 
party of the PRI, strongly opposes a constitutional change. Its dele- 
gates frequently accuse the Church of being the enemy of the Mexican 
people and usually voice the loudest calls to impose sanctions. The 
newly-formed Mexican Socialist Party (PMS), a coalition of several 
leftist groups including the Unified Socialist Party of Mexico 
(PSUM), would allow priests to express political opinions, as long as 
they did so as individuals and not in any organized fashion, such as 
spokesmen for a diocese. The PMS rejects granting legal status to the 
Church. One of the PAN’s central party provisions is removing the 
anticlerical provisions of the Constitution; yet, the party will probably 
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try to deemphasize its Catholic image in the next few years in an effort 
to appeal to new voters. In seeking to change the Constitution, the 
Catholic Church can only rely on the solid support of the tiny, right- 
wing Mexican Democratic Party (PDM). 

The Church’s inability to change the Constitution will not stop it 
from continuing to speak out on political issues. Even though some 
bishops were undoubtedly concerned about the implications of the 
planned Mass boycott in Chihuahua, all share the belief that the 
challenges posed by the economic crisis and the evangelical move- 
ment demand a much more visible Church. This higher profile sets 
the stage for continued conflicts between bishops and local officials, 
especially in southern Mexico. 








The Labor Movement 
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At the apex of Mexico’s union movement is the Congress of Labor 
(CT), an umbrella group created in 1966 that now embraces thirty- 
three organizations whose almost 8 million members make up 85 
percent of the country’s 9.5 million unionized workers. Apart from 
membership in the ruling Institutional Revolutionary Party (PRI), 
few ties join the CT’s constituent groups, which include nationwide 
confederations (the CTM, CROC, CROM, CTC, COR, CGT, and 
CRT), the Federation of Unions of Workers in Service of the State 
(FSTSE), conservative independent unions (Railway Workers and 
Miners and Metallurgy Workers), and such leftist independent unions 
as the Nuclear Workers (SUTIN), Mexican Electricians Union 
(SME), and the Telephone Workers (STRM). See Table | for a list of 
labor organizations and membership figures. 

The CT characterizes itself as a “vanguard organization” possessed 
of “revolutionary character” that is committed both “to unify Mexi- 
can workers” and “to struggle for the class conflict.” Its lofty and 
assertive goals notwithstanding, the CT serves chiefly to facilitate the 
state’s relations with the labor sector by giving coherence to a dispa- 
rate union movement, by furnishing a formal channel of communica- 
tions with the regime, and by providing an additional mechanism for 
state control of labor. 

In recent years, CT leaders have found themselves at odds with the 
government, especially over wage increases. Because of a steady 
decline in purchasing power, the CT instructed its unions to file 
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TABLE |! 
Membership of Mexican Labor Organizations 
Organization Number of members 


Confederation of Mexican Workers (CTM) 5,000,000 


Federation of Unions of Workers in the Service 1,800,000 
of the State (FSTSE) 


Confederation of Revolutionary Workers and 600,000 
Peasants (CROC) 


Regional Confederation of Mexican Workers 200,000 
(CROM) 


National Federation of Independent Unions 200,000 
(FNSI) 


Confederation of Workers and Peasants (CTC) 125,000 
United Independent Workers (UOI) 100,000 
Confederation of Revolutionary Workers (COR) 40,000 
General Confederation of Workers (CGT) 30,000 
Authentic Labor Front (FAT) 30,000 
Revolutionary Confederation of Workers (CRT) 25,000 
Table of Trade Union Harmony (MCS) NA 

Independent unions, company unions and other 1,300,000 

labor organizations 


Total 9.450.000 


Source: The figures for the confederations are based primarily on U.S. Department of 
Labor, “Foreign Labor Trends,” reports prepared by the American embassy, Mexico City, 
June 1986 and April 1987 (mimeo.) 











formal strike notices, effective January 1, 1987, against all firms that 
had failed to grant salary increases commensurate with the 23 percent 
increase in the national minimum wage that became effective at the 
beginning of the year. The CT encountered the most intractable 
resistance from the government, which refused to grant such raises to 
employees of state companies on the grounds that these financially 
troubled firms could not absorb additional labor costs. Despite a loss 
of face, the CT repeatedly postponed strike deadlines to avoid a 
confrontation. Ultimately, only the Mexican Electricians Union 
voted to go on strike—a move declared illegal by the Federal Concil- 
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iation and Arbitration Commission (Mexico’s labor court), and 
workers returned to their jobs within a week. 

Three factors limit the CT’s strength. First, it has modest resources 
with which to sustain its activities. Second, all policy decisions must 
be reached by a unanimous vote of its thirty-three members. And 
third, the organization's presidency rotates at least every six months 
chiefly among the body’s confederations and larger industrial and 
public sector unions. This last point means that even if an indepen- 
dently minded CT president took advantage of his position to criticize 
government leaders and policies, any opportunity for militancy would 
be limited by a brief tenure. Custom dictates that the Confederation 
of Mexican Workers (CTM) control the CT's leadership during the 
last four months of the national president's fifth year in office. It is 
during this period that the PRI designates its candidate for the next 
presidential election. By heading the CT in this crucial period, the 
CTM seeks to maximize its involvement in the selection process. 


The Confederation of Mexican Workers 


The five-million-member CTM is the guiding force in both the Con- 
gress of Labor and the Mexican labor movement. Composed of more 
than 11,000 unions, the CTM is dominated by Secretary-General 
Fidel Velazquez, who is one of the half-dozen most influential Mexi- 
can leaders. Article 40 of the CTM’s constitution assigns twelve 
responsibilities to the secretary-general. For example, he may inter- 
vene in all matters of importance to the confederation, admit or reject 
requests by organizations for membership, approve the budget and 
authorize expenditures, and so on. Such sweeping prerogatives guar- 
antee that his will be a czar-like position. 

The scope of these powers, which has expanded over the years, 
ensures Velazquez’s supremacy over the CTM. Enhancing his status 
even more is the absence of a “‘no-reelection” proviso in the confeder- 
ation’s constitution. As a result, Don Fidel, first elected in 1941, has 
served as secretary-general during the sexenios of eight presidents. It 
has been suggested that he has had a longer and more profound 
impact on his country than even Antonio Lopez de Santa Anna—a 
mercurial, domineering military chieftain, who captured the nation’s 
presidency nine times between 1833 and 1855. 
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Unlike the dictatorial Santa Anna, Velazquez relies heavily on 
bargaining, persuasion, and compromise to achieve his ends. While 
occasionally ruthless in wielding power, Velazquez prefers negotiated 
settlements to diktats. His most important mediating tasks involve his 
status as the strongest link between organized labor and the 
government. 

Velazquez perfo7ias what might be termed a gyroscopic function 
with respect to the labor sector. Within the CTM itself, he helps to 
maintain the uneasy alliance between the powerful industrial unions. 
Even more of a challenge is preserving the intra-confederation equi- 
librium between forty industrial unions and thirty-four state- and 
regionally-focused federations. The gyroscopic function is also evi- 
dent in the Congress of Labor where the CTM, as primus inter pares, 
constitutes the center of gravity and the chief source of funds. 


Federation of Unions of Workers in the Service of the State 


Second only in size to the CTM within the Congress of Labor is the 
FSTSE. Created in late 1938, the FSTSE embraces eighty-nine 
unions that represent 1.8 million federal civil servants and other 
employees who are prohibited from joining national confederations 
such as the CTM. Comprising almost 45 percent of the federation’s 
membership are 800,000 teachers and other education personnel who 
belong to the National Union of Educational Workers (SNTE), Latin 
America’s largest union, which is ruled with an iron-hand by the ex- 
governor of San Luis Potosi state, Carlos Jonguitud Barrios. 

The impressive influence of the FSTSE derives from several factors 
in addition to its numbers. Generally speaking, men and women who 
belong to its constituent unions boast good educations, reasonable 
pay, impressive fringe benefits, a respected status, and job security. 
Most of these individuals feel little rapport with blue-collar workers, 
but identify with Mexico’s growing middle class. Their educational 
credentials and articulate, relatively issue-oriented approach to poli- 
tics make many FSTSE leaders attractive candidates for public office. 
Although the federation has affiliates nationwide, its headquarters 
and largest concentration of unions are in Mexico City, where it is a 
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gold mine of information about government operations. And while 
the FSTSE is an important component of the CT, it also belongs to 
the PRI's popular sector, thus giving it influence in both the party's 
labor and white-collar camps. 

Despite considerable assets, public sector unions operate under 
constraints even greater than those affecting their counterparts in the 
private sector. Restrictions on the right to strike have made it partic- 
ularly difficult for FSTSE affiliates, among which militancy is on the 
rise , to defend themselves against the loss of power as the government 
adheres to an austerity program, while seeking both to limit the 
Sstate’s size and to encourage market forces that would diminish 
bureaucratic discretion. 


The Confederation of Revolutionary Workers and Peasants 
(CROC) 


The CROC is the third largest labor organization. Created in 1952 by 
the merger of four small organizations, the CROC boasts federations 
in all but three states. The strongest state federations are those found 
in Mexico City, Nuevo Leén, Tlaxcala, Veracruz, and Puebla. Al- 
though it claims to have more, the CROC has approximately 600,000 
members, a great many of whom belong to small unions such as those 
representing hotel and restaurant workers, an economic sector in 
which it may have more members than the corresponding CTM 
affiliates. One of CROC’s constituent organizations is the Union of 
Garment Workers and Allied Trades of the Mexican Republic 
(STCSRM). Even with STCSRM’s adherence, however, the CROC 
embraces less than 30 percent of the workers in the textile industry. Its 
two largest unions are those that represent workers in the General 
Motors automobile factory in Mexico City and in the capital’s Nacio- 
nal Monte de Piedad or national pawnshop. 

The CROC, which prides itself on self-financing through dues (as 
opposed to government subsidies), lacks the strong hierarchical lead- 
ership exhibited by the CTM. Its secretary-general, Alberto Juarez 
Blancas, has held office only since 1980. Until then, the CROC 
rotated the secretary-generalship among leaders from Mexico City, 
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Puebla, Veracruz, and Jalisco—strongholds of the four unions whose 
fusion spawned the confederation. 


The Regional Confederation of Mexican Workers (CROM) 
and Minor Confederations 


The CROM was founded in 1922 and was the semi-official labor 
movement until it was supplanted by the CTM in 1936. With approx- 
imately 200,000 members, the CROM enjoys its greatest strength in 
the textile industry, particularly in the states of Puebla, Tlaxcala, and 
Veracruz. It also boasts the adherence of unions representing chauf- 
feurs and conductors, the cosmetic industry, and the Aga soft drink 
company. CROM’s leadership is centralized and disciplined—in 
other words, it is much nearer the style found in the CTM than in the 
CROC. In fact, the CROM'’s secretary-general, Antonio J. Her- 
nandez, is even older than Fidel Velazquez. 

The Confederation of Workers and Peasants (CTC) has between 
100,000 and 125,000 members, most of them concentrated in the 
industrial suburbs of Mexico City and in the state of Mexico. Two 
brothers, Leonel and Abel Dominguez, founded the CTC in the early 
1970s as a counterpoise to the CTM. In contrast to most “‘establish- 
ment” unions, the CTC enjoys a reputation for militancy in dealing 
with management. Consequently, its leaders claim to obtain better 
contracts for their members than those negotiated by competing 
labor groups. 

Several small confederations deserve but brief mention. The Con- 
federation of Revolutionary Workers (COR), which was formed in 
1975 by activists whom the CTM had expelled the year before, has 
scarcely 40,000 members. One of its few centers of strength is the soft 
drink industry, especially in the area of Naucalpan. Its secretary- 
general is Angel Olivo Solis. 

The 50,000 member General Confederation of Workers (CGT), 
headed by Cecilio Salas Galvez, was a potent force in the years 
following its 1921 founding. But this anarcho-syndicalist confedera- 
tion has seen its strength erode in recent years. 

Somewhat smaller than the COR and the COT is the Revolution- 
ary Confederation of Workers (CRT), which was founded in 1954 and 
whose long-time secretary-general is Mario Suarez. 





Independent Unions 


Independent unions outside the Congress of Labor boast a collective 
membership of one million members scattered among hundreds of 
plant-size or company-level organizations. These unions can be cate- 
gorized as: (1) “bread-and-butter” unions that spurn politics in their 
quest to improve the salaries and benefits of their members; (2) 
sindicatos blancos or company unions, which are manipulated by 
management; and (3) Marxist or Trotskyite unions that decry the CT 
as “bourgeois” and “reactionary” and sedulously preserve their inde- 
pendence and freedom of action. 

The National Federation of Independent Unions (FNSI) is the 
largest federation of independent organizations, with some 170,000 of 
its 200,000 dues-paying members concentrated in the Monterrey 
area. The conservative FNSI assumes an extremely low political 
profile. 

The leftist counterpart to the FNSI is the United Independent 
Workers (UOI), whose “coordinator,” Juan Ortega Arenas, has 
been described as “a brilliant, charismatic, but erratic lawyer.” SIT- 
UAR- 100, composed of 20,000 pesero or mini-bus drivers, constitutes 
the UOI's largest union. The self-defined “movement” also boasts 
unions in the aviation, transport, chemical-pharmaceutical, and met- 
allurgical industries. Within the UOI, there is no executive body, but 
rather a Central Coordinating Committee. Yet, this committee lacks 
the authority to sign or manage collective contracts, thereby ensuring 
substantial autonomy for the more than 100 member unions, which 
embrace 100,000-plus workers. Ortega Arenas describes the UOI's 
internal structure as an “organizing base” which performs a coor- 
dinating function only. The UOI is well known for the marches that it 
has sponsored in Mexico City to protest de la Madrid's austerity 
program, to condemn U.S. policies in Central America, and to urge a 
payments moratorium on the nation’s mountainous foreign debt. 

Christian Democratic ideals inspire the Authentic Labor Front 
(FAT) that was created in 1960 in order to fight the capitalist system 
and union/government collusion. Many of FAT’s 20,000 to 30,000 
members belong to the National Union of Iron and Steel Workers, the 
Federation of Autonomous Unions of Guanajuato, the Fisheries 
Ministry Union, and workers at the Colegio de México and the 
Universidad Iberroamericana. Controlled by the so-called “Chi- 
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huahua Group,” including Secretary-General Alfredo Dominguez 
Araujo, the FAT maintains “professionals” in Chihuahua, Irapuato, 
Leén, Monterrey, Saltillo, and Yucatan. 

While not a confederation, the Table of Trade Union Harmony 
(Mesa de Concertacion Sindical) provides a mechanism for coordinat- 
ing the activities of students, neighborhood groups, victims of the 
1985 earthquake, leftist political parties (the Marxist Mexican Social- 
ist Party or PMS, and the nationalist Mexican Workers’ Party or 
PMT) with Marxist-onriented labor unions. In the latter category are 
two CT affiliates: the 20,000-member Nuclear Workers and the 
35 ,000-member Mexican Electrical Workers. Other unions that coop- 
erate in the Mesa are the Marxist-dominated Workers at the National 
Autonomous University of Mexico (STUNAM) and the National 
Union of University Workers (SUNTU). 

Organized in 1984 at the behest of the Marxist-oriented Unified 
Mexican Socialist Party (PSUM), which has subsequently entered the 
PMS, the Mesa, like the UOI, organizes marches and protests. How- 
ever, while the UOI manages to mobilize no more than 20,000 for its 
demonstrations, the Mesa can attract 75,000 to 100,000 participants 
to well-orchestrated protests in downtown Mexico City, as it did in 
October 1986 to oppose Mexico's paying its foreign debt. 


CTM-Government Relations 


Mutual dependence characterizes the government's relations with the 
CTM, although the former dominates the latter. The government 
assists the CTM through four types of subsidies: political, economic, 
social, and legal.* 


Most important among the political subsidies is the government's 
readiness to use coercive force against challenges cither to the “offi- 





* The idea of political, economic, and legal subsidies was introduced by 
Kevin J. Middlebrook in The Political Economy of Mexican Organized 
Lebor (Ann Arbor, MI: University Microfilms, 1982), pp. 99ff 
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cial” labor movement represented by the CTM or to incumbent 
leaders of CTM constituent unions. For instance, in the 1948-51 
period, President Miguel Aleman Valdés guaranteed the CTM’s 
dominance in the labor sector by deploying military and police units 
Coalition of Worker and Peasant Organizations. In 1959, President 
Adolfo L6pez Mateos also resorted to force to terminate the Railroad 
Workers’ strike, thereby ending “a major mobilization challenge to 
the ‘official’ labor movement represented by the CTM.””* During the 
administration of Luis Echeverria Alvarez, Secretary of Labor Por- 
firio Mufioz Ledo, now a leader of the reformist “Democratic Cur- 
rent” within the PRI, personally warned Hebraicaz Vazquez Gutier- 
rez, head of a dissident faction within the powerful Oil Workers’ 
Union (SRTPRM), against continuing his activities. In a 1978 inter- 
view, Vazquez told me that when he persisted in challenging the 
redoubtable “La Quina,” as the SRTPRM's leader Joaquin Her- 
nandez Galicia is known, he was jailed for six months, stripped of the 
tenured position that he had held for nineteen years in Pemex and 
blackbailed from obtaining employment with other CTM-affiliated 
unions. When construction workers at the northern copper mine of 
La Caridad, at Nacozari, precipitated a campaign to form an indepen- 
dent umion in mid-1978, the government sent in soldiers and police to 
quell the strike. All told, more than 100 strikers were arrested and a 
dozen leaders were charged with damaging installations. 

In general, the government, which works closely with the official 
union hierarchy, prefers co-optation to coercion. This technique has 
been used effectively with respect to the huge strife-ridden National 
Union of Educational Workers. Even though the conflict between the 
State as an employer and teachers continues in southern Mexico, 
authorities have demobilized the dissidents in several states by elevat- 
ing them to prestigious and lucrative posts on state committees of the 
national union. Should the oficialista leadership cross swords with the 
president—-say, over wage questions—the government may “permit 
militants to infiltrate a union so that its energies are squandered 





* Middlebrook, p. 101. 
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on internal disputes rather than attacks on the state’s economic 
policies.”** 

Not only does the government punish or co-opt the CTM'’s foes, it 
also rewards leaders of affiliated unions with a varnety of positions in 
such federal agencies as the National Railways and the Mexican 
Institute of Social Security (IMSS), in state and local governments, 
and in the national Congress. Although the CTM receives a majority 
of these sinecures, the pro-government FSTSE, CROC, and CROM 
also gain access to political posts. In early 1988, CTM stalwarts held 
the governorships of two states: Campeche and Durango. As indi- 
cated in Table 2, labor's representation in the Chamber of Deputies 
has increased in recent years. These seats, especially prized within 
union circles, are one means to propitiate labor when relatively few 
economic rewards are available. 


Economic Subsidies 


The government's economic subsidies are also important to orga- 
nized labor because of extremely low dues collections. Indeed, be- 
tween 1950 and 1965, the CTM estimated that only 7 to 10 percent of 
its members met their obligation, even though the duces amounted to 
less than five pesos in this period. 

Constituent unions have helped the CTM to meet its expenses. In 
fact, the enormously wealthy Oil Workers’ Union helped to finance 
the confederation’s new headquarters in the Plaza de la Revolucion, 
and, in November 1987, La Quina made a one-million-peso gift to the 
CTM in behalf of the SRTPRM. Through special contributions, 
union representatives in Congress have provided additional funds for 
operations. 

Stull, unspecified “donations,” probably from the government, 
have become increasingly important to the CTM’s financial well- 
being. In the 1970s, such subsidies may have totaled 500,000 to 
several million pesos annually. Furthermore, the several hundred 
CTM staff members in the confederation’s national headquarters 





** Barry Carr, “The Mexican Debacle: A New Era or More of the 
Same?” in Donald L. Wyman, ed. Mexico's Economic Crisis (Center for 
U.S.-Mexican Studies Monograph) (San Diego, CA: University of 
California at San Diego, 1983), p. 100 








TABLE 2 


Labor’s Representation in the Chamber of Deputies, 1964-1988 











Depunes 
from CCTM 
WV orkers CTM deputies as 
Sector as “~ deputies as & of all 
Workers of all PRI & of all PRI Workers 
Legislature PRI Sector CTM depunes depunes depunes 
XLVI (1964-67) 177 27 17 18.3 96 63.0 
XLVII (1967-70) 172 As 14 198 8.1 41.2 
XLVIII (1970-73) 1S0 25 14 16.7 93 $6.0 
XLIX (1973-76) 173 Z7 wv 15.6 11.6 74.1 
L (1976-79) 2 ” 23 14.9 a8 $9.0 
LI (1979-82) lMs ina) 43 22.4 14.6 65.2 
Lil (1982-85) wo 73 SO 4.3 16.7 68.5 
LIIl (1985-88) 289 71 44 24.6 15.2 62.0 


Sources: César Zagucta and Ricardo de la Peha. Le estructura del congreso del abajo. emado, wabajo 5 capaal en mexico. wn acercamucnio 


al tema (Mcxico City: Fondo de Cultura Econémuca, 1984), Camara de Diputados. Directorio: 1948)-7985 (Mexwo Cay: Congreso de la 
Unién, a.¢.): and date supplied by Deputy Li. Fernando Ortw Arana. Secretary of Electoral Action, PRI 
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receive two checks every pay period: one irom the CTM, the other 
from the PRI. The ruling party also transfers money to the confedera- 
tion when it rents its large auditorium or uses other CTM facilities. 


Social Subsidies 


Social subsidies guarantee that members of pro-government 
unions are an elite within Mexico’s 26-million-member work force. 
Foremost among employee benefiis are those provided by the Mexi- 
can Institute of Social Security. Established in 1943 with a loan of 
more than 500 million pesos from the Finance Ministry, the institute 
is governed by a thirty-member General Assembly composed of ten 
presidential aprwintees, ten employer representatives, and ten 
union-selected delegates. in 1984, IMSS provided pensions, medical 
care, and family planning services to the families of more than 7 
million workers (26.8 million people, including dependents), most of 
whom were in the private sector. The success of IMSS led to the 
creation of a similar agency for public employees: the Security and 
Social Services Institute for Government Workers (ISSSTE). Of 
course, a number of unions—the telephone, railroad, and oil 
workers, for instance—operate their own system of hospitals and 
clinics subsidized by the relevant state agency. 

As a quid pro quo for labor’s loyalty to the government in the wake 
of the 1968 Tlatelolco massacre in which government troops killed 
several hundred protestors, President Luis Echeverria formed a 
Workers’ Housing Institute (INFONAVIT) to help finance new 
dwellings for union members. This agency completed 316,000 low- 
and medium-cost units between 1972 and 1982. A severe recession 
notwithstanding, INFONAVIT financed the construction of some 
60,000 homes per year in the mid-1980s. A parallel institution, 
FONACOT,, assists workers in purchasing furniture, appliances, and 
other household goods. 

So numerous are the social, economic, and recreational enter- 
prises operated by the Oil Workers’ Union (SRTPRM) that they 
constitute a “parallel society” that provides an enormously effective 
mechanism for controlling both workers and management. In a 
stronghold of the SRTPRM, such as Poza Rica, in Veracruz state, a 
member of the familia petrolera may be born in a union-operated 
tealth facility, study at a school constructed for the union, obtain a 
job with Pemex through the head of Local 30, purchase clothing and 
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food in union-owned stores, borrow money from a union-operated 
credit union, swim in the pool of a union-sponsored recreation center, 
read a union-published newspaper, and be buried in a funeral home 
owned by union leaders. 

In return for Velazquez’s cooperation with the implementation of 
an austerity program, in 1977 the administration of José L6pez Por- 
tillo turned over control of INFONAVIT to the CTM and established 
a special financial institution for the benefit of workers. In addition to 
offering a conventional array of banking services, this Banco Obrero, 
whose shareholders are eighty-eight labor organizations, makes low 
cost loans to both individual unions and to the CTM and other 
confederations. The bank, which the government prudently did not 
nationalize in 1982, also finances the CTM’s acquisition of such firms 
as Bicicletas Condor, which form part of the so-called “‘social sector” 
of the economy. Among its other operations, the Banco Obrero 
provides credits to communal farms known as ejidos, the largest 
component of the social sector. 


Legal Subsidies 


An extremely complex state structure for handling worker-man- 
agement relations inures to the benefit of pro-government unions. To 
enjoy the benefits of the labor code, unions must register with the 
Ministry of Labor. Hence, the ministry can reward or punish organi- 
zations by either accepting or denying their registration requests. In 
1949, for instance, the ministry refused to recognize Vicente Lom- 
bardo Toledano’s newly organized General Union of Workers and 
Peasants of Mexico (UGOCM) on the grounds that it violated the 
labor code by including peasant groups. Yet, a penchant for leftist 
politics seemed to have been the UGOCM'’s greatest transgression. 

Once recognition takes place, the ministry may allow a single union 
to monopolize a given industry by approving exclusion clauses in its 
collective bargaining contract. Such clauses recognize only one bar- 
gaining agent in an industry and virtually compel all workers covered 
by that contract to join that union. An even stronger weapon in the 
hands of union leaders is the separation exclusion clause, which 
requires an employer to discharge any employee who loses his union 
membership. By dismissing dissidents from their ranks, heads of 
locals can prevent rivals from challenging their authority. High unem- 
ployment in many sectors means that it is easy to find replacement 
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workers. Since their introduction in 1934, these exclusion clauses 
have been used by “official” leaders as swords and shields to attack 
some opponents and to thwart the aspirations of other challengers. 

Exceptions exist, but the tendency is for long-time incumbents, 
who have surrounded themselves with loyalists, to speak for their 
unions. Ratification of the collective contracts, which are typically 
renewed every two years, is accomplished with, at best, pro forma 
participation by the rank-and-file. 

The most important unions have used these legal stratagems to 
protect their organizations and leaders. That these leaders control 
both the dues paid by members and monies contributed by the 
government further strengthens their grip on power, thereby explain- 
ing the large number of septuagenarians and octogenarians heading 
CTM affiliates. 

Government-selected union representatives sit on the national and 
State arbitration boards that determine whether strikes are legal or 
illegal. Workers participating in illegal strikes face consequences that 
range from the denial of lost wages and unemployment benefits to the 
dispatch of troops as strikebreakers. In theory, the legality of a work 
stoppage depends on a union’s adherence to certain procedures, 
including a properly conducted strike vote among its membership. In 
practice, the 700-page Ley Federal del Trabajo is so detailed as to 
ensure the ministry and its subordinate agencies enormous discretion 
in implementing the code’s provisions. 

Conciliation and arbitration boards have three options in dealing 
with a strike under their jurisdiction: they may adjudge the action 
“illegal,”’ “nonexistent,” or “legal.” The first alternative permits 
employers to discharge workers at will; if the union continues the 
work stoppage, its members risk intervention by the police or armed 
forces. A “nonexistent” strike is one that the board determines to 
have no legal basis because it will upset the “equilibrium among the 
diverse factors of production” and threaten the “balance between the 
rights of labor and those of capital.” In such cases, employees must 
return to their jobs within forty-eight hours. Workers recoup no lost 
wages in either illegal or nonexistent strikes. Only in strikes declared 
legal does the employer compensate employees for days lost from 
work. Weeks may elapse before boards reach decisions concerning 
the status of strikes. In view of the high stakes involved, unions often 
prefer to settle disputes peaceably or to obtain assurances of the 
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government's sympathy before pulling their members out of a fac- 
tory, office, or mine. 

Another opportunity for discretion and favoritism exists in the 
government's power to settle labor disputes by decree when orthodox 
conciliation procedures have proved fruitless. Ultimately, intractable 
labor leaders may be subject to criminal sanctions. In 1959, when 
Demetrio Vallejo, secretary-general of the Railroad Workers’ Union, 
persisted in a strike deemed illegal, the government arrested him on 
vague subversion charges. In the final analysis, Vallejo was brought to 
trial in 1964 and convicted of violating the Law of Social Dissolution, 
which equated political dissent with sedition. He served only four 
years of his sixteen-year sentence because of international pressure. 
The Mexican Congress repealed the law during the Echeverria ad- 
ministration. 


The CTM’s Support of the Government 


In return for government backing, the CTM performs invaluable 
functions in behalf of the state. First, even in the face of declining 
wages, Velazquez discourages strikes and other forms of work stop- 
pages. On numerous occasions, he has pressed the government to 
grant large wage increases only to settle for substantially less when it 
appeared that his demands would exacerbate national economic 
problems. For instance, Velazquez and other union officials called for 
nothing less than a 50 percent increase in the minimum wage in 
mid-1983, a year when inflation exceeded 100 percent even as the 
gross domestic product (GDP) fell 5 percent. Despite the assertive- 
ness of their demands, most leaders accepted 15 to 20 percent in- 
creases. Ultimately, Velazquez agreed to a 35 percent raise (15 per- 
cent in December and 20 percent in January 1985), with wage 
increases, beginning in March 1988, indexed monthly to the officially 
predicted inflation rate. This agreement formed part of a Decem- 
ber 1987 Economic Solidarity Pact that the government hammered 
out with the business community and an extremely reluctant labor 
movement. 

Despite the fact that in the early 1980s Mexico suffered its worse 
depression since the revolution, the number of strikes and striking 
workers declined in this period, according to the Ministry of Labor. 
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There were 675 strikes (235,424 strikers) in 1982, 225 strikes (123,640 
strikers) in 1983, 216 strikes (60,960 strikers) in 1984, and 168 strikes 
in 1985. Meanwhile, the number of man-workdays lost declined from 
6,585,912 (1982) to 3,093,753 (1983) to 845,616 (1984). Between 
September 1986 and August 1987, unions staged only 187 of the 
13,000 strikes for which notices were filed. 

The second function that the CTM carries out for the government is 
to serve as an effective buffer between organized labor and Marxism 
and other radical ideologies. Although preaching the gospel of “revo- 
lutionary nationalism,” Don Fidel has extolled the role of the working 
class without encouraging advocates of a class struggle. He is a 
consummate pragmatist who never tires of lauding the revolution in 
which he, as a teenager, fought in the ranks of Emiliano Zapata's 
army. To emphasize his commitment to “revolutionary principles,” 
Velazquez fills his speeches with praise for the ruling regime and 
criticism of its perceived enemies—namely, the center-right National 
Action Party (PAN), the Roman Catholic Church, big business, and 
multinational corporations. 

Third, the official labor movement supports the government at 
critical times. These include currency devaluations, the imposition of 
austerity programs, accession to the General Agreement on Tariffs 
and Trade (GATT) and other controversial international organiza- 
tions, presidential transitions, and challenges to the regime’s legit- 
imacy such as that presented by students and other middle-class 
elements in 1968. Indeed, it is doubtful whether the PRI-dominated 
government could have survived the 1968 confrontation had the CTM 
cast its lot with the university-focused protestors. 

The nature of the confederation’s assistance to the government 
depends upon the circumstances. At times Velazquez will place his 
imprimatur on a government policy in a low-key fashion at his regular 
Monday news conference. On other occasions, he will make a special 
statement such as those delivered in 1976 and 1982 to unveil the PRI's 
presidential standard-bearer. In the early 1980s, labor preferred 
someone with a political background rather than a candidate with the 
patently technocratic credentials possessed by former Planning and 
Budget Secretary Miguel de la Madrid Hurtado. Nonetheless, in 
announcing the official party’s candidate, Velazquez demonstrated 
that unity prevailed within the revolutionary family and that de la 
Madrid could count on labor’s backing from the Rio Grande to the 
Guatemalan border. The CTM can also make common cause with the 
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president after he has announced a controversial decision. A case in 
point was labor's enthusiastic participation in a huge rally to endorse 
Lépez Portillo’s September 1982 nationalization of the Mexican 
banking system. While markedly less enthusiastic, Fidel Velazquez 
committed the CTM—in the face of deteriorating economic condi- 
tions—to join the government-business-labor Economic Solidarity 
Pact unveiled in December 1987 to combat inflation that reached 
159.2 percent for the year. 

Fourth, as previously stated, labor contributes candidates, man- 
power, money, and votes to political campaigns at the federal, state, 
and local levels. In July 1986, a large, solid vote from the National 
Union of Educational Workers (SNTE) helped to swell the PRI's 
victory total in the fiercely contested gubernatorial race in Chi- 
huahua. In terms of instigating parades, marches, and demonstra- 
tions on behalf of the revolutionary party, labor is by far its most 
visible and effective sector. The annual May | “labor day” parade 
affords the workers’ movement an institutionalized means of showing 
its solidarity with the government, revealing to prominent techno- 
crats the number of men and women who can be brought into the 
streets, and, through signs, chants, and mini-demonstrations during 
the event, expressing Opinions On current or prospective programs. 

Finally, labor's alliance with the PRI nourishes the mystique that 
Mexico’s regime continues to be a revolutionary one. The PRI for- 
malized this symbolism in August 1978 when it redefined itself as a 
“workers’ party.’’* Despite protests that the relabeling lent itself to 
“ideological confusion”’ and that the PRI was a multi-class party, the 
redefinition gained approval. Velazquez favored the move to bolster 
his credibility with grassroots workers who had grown restless under 
the government's tough wage constraints and repression of strikes. 
For his part, L6pez Portillo wanted the PRI to appear on the side of 
the people, especially with congressional contests scheduled for 1979. 
An alliance with labor, no matter how formal, was viewed as “an 
essential insurance policy” for the upcoming elections. 





* The definition of “worker” was so inclusive that anyone who held any 
job would be included. Workers were said to be “in general all 
Mexicans who contribute to the creation or distribution of material and 
cultural goods and social services by means of the application of their 
labor power.” 
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Asymmetry defines the symbiotic relationship between the regime 
and organized labor inasmuch as the former clearly dominates the 
latter. Evidence of this dominance abounds. To begin with, labor has 
continuously been forced to accept wage increases that fall far short of 
the inflation rate. Similarly, reduction in the work week from forty- 
eight to forty hours has yet to be obtained despite the CTM’s advo- 
cacy of this decrease for more than three decades. Years of importun- 
ing aside, the confederation only achieved wage indexing in early 
1988, and then in a significantly modified form. In early 1982, union 
representatives in Congress introduced a five-point package to im- 
prove labor's plight. In addition 1» (1) a shorter work week and (2) 
wage indexation, the projected reforms included (3) unemployment 
benefits, (4) employer-provided low-cost housing, and (5) an end to 
government meddling in strikes at state-run industries. The measures 
died when a PRI leader walked out of the chamber, taking with him so 
many deputies that the party’s union wing was left without a quorum 
to begin debate. 

Further evidence of labor’s subordinate position vis-a-vis the gov- 
ernment lies in the modest number of political posts held by union 
activists. Although their allotment of congressional seats has risen in 
recent years, it is still far below the total held by the popular sector. 
CTM leaders hold only two of thirty-one governorships, and a CTM 
member has never served as head (delegado) of one of the sixteen 
delegations that compose the federal district's administrative struc- 
ture. Moreover, surprisingly few party leaders or agency heads have 
emerged from labor's ranks, with de la Madrid appointing only one 
trade unionist to a sub-cabinet post. And while Velazquez is consul- 
ted on possible candidates, organized labor appears to have had 
limited influence in the selection process since the 1940s. Don Fidel 
no longer holds sway over policies that affect working people. Under 
Lépez Portillo, he single-handedly blocked an increase in gasoline 
prices deemed onerous to his membership; however, when de la 
Madrid decided to raise dairy prices, Velazquez was simply informed 
of the decision, without being asked for his advice in advance. 


Labor’s Prospects: Beyond Velazquez 


As discussed above, Fidel Velazquez is the undisputed leader of his 
nation’s labor movement. Born in Villa Nicolas Romero in the state of 
Mexico, he participated in the revolution before beginning work as a 
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dairyman in the Hacienda del Rosario. In 1921, he was fired as a 
lechero “for having begun to encourage the creation of a union to 
defend us against the exploitation to which we were subjected.””* 
Three years later, he helped organize the Dairy Workers’ Union. This 
organization immediately joined the CROM, which had become the 
nation’s strongest labor confederation thanks to support received 
from Presidents Alvaro Obreg6én and Plutarco Elias Calies. Velaz- 
quez allied himself with Lombardo Toledano in breaking with 
CROM's leader, Luis Morones, to form the CTM. Velazquez eventu- 
ally secured the position of secretary of organization and propaganda. 
He used this key post both to consolidate his power and to vault 
himself into the secretary-generalship, replacing the leftist Lom- 
bardo Toledano in 1941. Even though another group assumed the 
CTM'’s leadership in 1947, Velazquez remained the power behind the 
throne, returning to formally head the confederation in 1948. He has 
held this post ever since. 

In the opinion of his admirers, Don Fidel has forged labor unity, 
contributed to a favorable environment for economic growth, encour- 
aged cohesion within the PRI, and symbolized the revolution. In 
contrast, critics attack Velazquez for continually yielding to the gov- 
ernment on wage demands, for insensitivity to the plight of peasants 
and nonunionized workers, for turning a blind eye to ubiquitous 
corruption within the labor movement, and for resisting democratiza- 
tion of the ruling party. Still, friends and foes agree that the 88-year- 
old leader has contributed mightily to the social peace in which 
Mexico has basked for the last half-century. 

Will his retirement or death unleash centrifugal forces that could 
shatter the labor movement and, in turn, threaten the nation’s stabil- 
ity? The transition to the next CTM leader will not be easy. For both 
obvious and subtle reasons, no one can fill Don Fidel’s shoes. After 
all, he fought in the revolution, enjoyed enormous freedom of action 
because of his support from Presidents Lazaro Cardenas and Manuel 
Avila Camacho, and played a key role in creating the CTM, which he 
has shaped to fit his leadership style. During the last four decades, 
Velazquez has personally appointed or approved everyone of impor- 
tance in the CTM’s burgeoning bureaucracy. Additionally, in the 
1930s and early 1940s, the national presidency was not nearly as much 
of an institutionalized restraint as it is now on the activities of a 


* Carlos Velasco, Fidel Velazquez (n.p.: Plaza & James, 1986), p. 80 
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shrewdly ambitious labor leader. Moreover, Velazquez’s rapid ascent 
in the labor movement was impelled by support from a compact group 
of supporters, for which there is no present-day counterpart. 

In fact, the next level of CTM leaders is far less impressive than 
Velazquez’s generation. The confederation’s inner sanctum ts as Byz- 
antine and impenetrable as the Kremlin. Yet, for many reasons, the 
CTM, though materially weakened, will probably remain intact when 
Velazquez passes from the scene. First, although certa.n leaders of 
industrial unions—Hernandez Galicia (Oil Workers) and Leonardo 
Rodriguez Alcaine (Electricians)—would relish succeeding Velaz- 
quez, personal rivalries, programmatic differences, and the overall 
lack of cooperation among the CTM'’s forty industrial unions militate 
against their uniting behind a single candidate. Second, the pragma- 
tism that Don Fidel has infused in the CTM should work against an 
ideological conflict sundering the organization once he leaves the 
picture. The relatively small leftist faction within the CTM is associ- 
ated with Arturo Romo Gutierrez, a senator from Zacatecas and 
head of the confederation’s education and communications depart- 
ment. This contingent may field a candidate at the CTM’s next 
convention in 1992; however, it is doubtful that it will seek to chal- 
lenge the authority of an interim secretary-general should Velazquez 
leave office before his term expires. 

The third reason that the CTM will probably not break up when 
Velazquez leaves, is that a veritable gerontocracy of state CTM chiefs, 
some of whom have groomed their own successors, should provide 

ontinuity when Velazquez steps aside. Conspicuous in this group are 
Don Fidel’s brother, Gregorio Velazquez (Mexico State), Heliodoro 
Hernandez Loza (Jalisco), Raul Cabellero Escamilla (Nuevo Leon), 
Antonio Ramirez Martinez (Durango), and Salvador Duran Pérez 
(Chiapas). The CTM’s executive committee ts another force for conti- 
nuity. Fourth, the president, whoever he may be, will take action to 
prevent the CTM’s being plunged into a protracted and bloody suc- 
cession struggle. He can be expected to brandish both the carrot and 
the stick to accomplish a satisfactory transition. Finally, Velazquez 
appears to have chosen his successor, a factor that is enormously 
important in investing legitimacy in a new CTM leader 

Velazquez has not announced his choice , however, lest the announ- 
cement of a political heir should convert him into a lame duck and 
precipitate intramural maneuvering. Nonetheless, signals abound 
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that Emilio M. Gonzalez Parra, governor of Nayarit from 1982 to 
1987, ts his preferred interim replacement. Gonzalez presided over 
the 1986 CTM convention that elected Velazquez to this current six- 
year term, sitting at the nght-hand of the aged strongman at the 
25,000-delegate conclave. Also, Gonzalez was selected the second 
alternate secretary-general. (The number one alternate ts the eighty- 
year-old Blas Chumacero, who is not a contender for secretary- 
general.) 

Born in 1913, Gonzalez is a Velazquez loyalist who speaks well, 
approaches issues pragmatically, and enjoys respect among col- 
leagues for having emerged from the ranks of workers rather than 
having entered the labor movement as a technocrat. As long-time 
head of the Federation of Nayarit Workers (FTN), he will meet 
resistance from heads of industrial unions who would like one of their 
own, rather than a product of a geographic federation, to succeed 
Velazquez. Sull, industrial union chiefs will be loath to mount a 
challenge that could shake the very foundation of organized labor at a 
time when harsh economic conditions nourish unrest among their 
rank-and-file, and, at present, at least, no organization outside the 
CTM can successfully compete for leadership of the labor movement. 

Some strategically placed unions can lessen the impact on their 
members of the structural changes now underway in Mexico. Yet the 
rising unemployment attending the sift to an export-focused growth 
model will place most unions at a disadvantage in bargaining sessions. 
Moreover, the Mexican economy is changing in a manner that finds 
unionized employees declining as a percentage of the labor force, 
while the absolute number of workers is expanding—a fact that means 
even greater competition for scarce jobs. This growth ts concentrated 
in maquiladoras and other service industries whose employees, like 
their U.S. counterparts, are notoriously difficult to organize. Fur- 
thermore, the stronger emphasis on market forces inherent in struc- 
tural reform, combined with efforts to combat corruption, work to the 
detriment of sweetheart arrangements that many syndicates (the Oil 
Workers’ Union, for example) have signed with their employers. 
Mounting reliance on supply-and-demand factors may also impel 
political liberalization, which is anathema to old-line labor leaders 
attuned to the power relations of a hugely authoritarian system. 

The upshot is that Velazquez’s successor will find it ever more 
difficult to perform the dual roles of his position—namely, acting as a 
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pillar of the regime and, at the same time, an advocate for one- 
quarter of the work force. Worker representatives will be preoc- 
cupied, as they are now, trying to preserve jobs and purchasing power 
amid mounting unemployment and inflation. This will leave virtually 
no time Or energy to concentrate on a broader political role for labor 
in Mexico's extremely hierarchical system. Even more than their 
independent counterparts, official labor leaders have shown virtually 
no ability to expand their Gemands beyond narrow bread-and-butter 
issues. Arguably, “too many Mexicans have a stake in social tran- 
quility and political continuity for a politician or faction to find fertile 
ground for rebellion, pronunciamientos, or radical breaks with the 
Status quo.” Nevertheless, growing worker unrest and the likely 
upswing in militancy by the Telephone Workers, the Mexican Electri- 
cians’ Union, and other unions headed by younger, more aggressive 
leaders could activate the work place and even sharpen demands for 
democratization of the CTM paralle! to thai taking place in the PRI 

The force of such pressures will be limited by the passivity of the 
average union member, but not for long. The new presidett will not 
be able to count on the docile labor movement that his predecessors 
encountered 
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Structural Reforms 


Sidney Weintraub 





It has become accepted wisdom that Mexico’s political-economic 
situation is more adverse today than at any time since the revolution. 
This is my judgment as well. My purpose here is to outline the 
problems of the Mexican economy, the policies being pursued to deal 
with them, and the implications botk of the problems and the policies. 


Problems 


In 1986 the decline in Mexico's gross domestic product (GDP) was 3.7 
percent, which makes the real cumulative downturn since Miguel de 
la Madrid Hurtado became president a minus 2.8 percent.* If popula- 
tion growth during his Administration was 2.5 percent a year, this 
signifies a drop in real per capita income of about 15 percent. Such a 
substantial decline is usually associated with a depression. It is well 
known that even during the years of the Mexican miracle, when 
overall GDP growth approximated 6 percent a year, income distribu- 
tion was highly unequal. Absolute incom<« increases during those 
years masked the inequalities; and, since the share of the middle class 
(defined here as the fifth to the ninth income deciles) increased, 





Sidney Weintraub is Dean Rusk Professor, Lyndon B. Johnson School 
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“GDP growth was modestly positive in 1987. 
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mostly at the expense of the tenth or richest decile, the most politi- 
cally active group had no economic complaint. Since 1982 all deciles 
have suffered absolute income declines, and the share of the lowest 
income groups has fallen further. 

Before 1982 one had to go back to 1932 to find a year in which total 
GDP had declined in real terms. On a per capita basis, real GDP 
registered modest declines in only five years between 1932 and 1982, 
but the pattern was one of steady expansion despite an annual popula- 
tion growth rate of 3.5 percent for much of the period. 

Another way to look at income shares is to compare the propor- 
tions going to labor and capital. Wages and salaries as a percentage of 
gross national expenditures dropped from 37 percent in 1981 to less 
than 30 percent by 1984.* While there are problems of comparability, 
it is instructive to note that the portion of wage compensation in the 
United States is about 70 percent. While the Labor share was declin- 
ing, the share going to capital rose from about 55 to more than 65 
percent over the same period. These are shares, not absolute in- 
comes. But the point is emphatically clear: while labor, at least 
organized labor, has been incorporated into the official party in a 
formal sense and enjoys many political favors, the major monetary 
benefits of the system go elsewhere—to business groups. | am sim- 
plifying the analysis somewhat in that we must distinguish between 
several categories of workers—e.g., unionized and non-unionized, 
employed and unemployed or underemployed. The best proof of this 
situation is that real wages have plummeted by more than 40 percent 
since 1982.°* 


Serious Distortions 


Mexico's economy began to exhibit serious distortions after 1970. 
While this phenomenon coincided with the administration of Presi- 
dent Luis Echeverria Alverez, the blame should not be placed solely 





*Instituto Nacional de Estadistica, Geografia e Informatica (Inegi), 
Sistema de cuentas naciouales de México 1981-1983, p. 1, Anuario 
estadistico de los Estados Unidos Mexicanos, 1986, p. 455 
**Calculated from Bank of Mexico data on changes in the consumer 
price index and on minimum wage data from the statistical appendices 
of presidential informes. 
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on him or even on events during his sexenio. Problems had been 
building. These inctuded the persistent maldistribution of income and 
of such services as health and education, regional disparities, and the 
exhaustion of the development-from-within model keyed on import 
substitution. But Echeverria exacerbated the problems that he inher- 
ited, primarily by enlarging the size of the government sector without 
raising tax revenue commensurately. The distortions then introduced 
have persisted. Public-sector deficits have gone up and down, but the 
secular tendency has been up. De la Madrid inherited a public-sector 
borrowing requirement (PSBR) of almost 18 percent of GDP. This 
figure declined by almost 10 percentage points between 1982 and 
1984. This decline is a partial explanation of the sharp fall in GDP in 
1983. However, in 1985 de la Madrid reversed policy and the PSBR 
went up asain to around 10 percent of GDP. Many factors explain this 
reversal: weariness with austerity; spending before mid-term elec- 
tions; and the ideological support for a public-sector dominated 
model among many Mexican intellectuals. Whatever the reasons, the 
about-face happened at the worst possible time because it coincided 
with a precipitous drop in oil prices which further weakened the 
government's revenue position. 

The most recent International Monetary Fund (IMF) agreement 
with Mexico, that of September 1986, accepted new definitions of 
fiscal deficit. These separated the public sector deficit into various 
components—an operational, a primary, and an overall or financial 
deficit. The operational deficit subtracts the inflation component of 
interest on the internal public debt denominated in pesos on the 
grounds that this contains a large amortization component and, fur- 
ther, that these expenditures do not aggravate inflationary pressures. 
The operational deficit in 1986 was estimated to be about 2 percent of 
GDP even with a PSBR of close to 17 percent. The primary deficit 
excludes all interest payments, and was in surplus in 1986 and again in 
1987. The decision to redefine the fiscal deficit has some validity but it 
is also hard to escape the conclusion that the move was made because 
it was imprudent to insist on further PSBR cuts in the order of 10 
percentage points. This would have devastated the de la Madrid 
administration and perhaps the entire political system, coming on top 
of previous income declines. The large PSBR means that credit for 
the private sector from the shrinking savings pool in Mexico is close to 
nil. Lack of domestic capital stimulated large capital inflows into 
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Mexico during much of 1987—up until the Mexican stock market 
crash. The dilemma is acute: how to finance the public sector while 
also stimulating growth. 


Climbing Prices 


Another element that went awry, one which also started during the 
Echeverria sexenio, was the price level in Mexico. Price increases 
averaged less than 8 percent a year in Mexico between 1936 and 1976. 
(I am using wholesale prices in Mexico City, since there is no other 
long-term series, but the figure would be similar if one could use 
either national consumer prices or the GDP deflator over that pe- 
riod.) Between 1976 and 1986, the average annual inflation (Mexico 
City wholesale prices) has been 49 percent, or 48 percent if national 
consumer prices are used.* Consumer prices rose by 86 percent in 
1986. They ran at an annual rate of about 150 percent in 1987. To cope 
with this runaway inflation, at the end of 1987, Mexico proclaimed an 
Economic Solidarity Pact designed to limit price increases and to 
reduce fiscal expenditures. In addition, some wage indexation is 
being instituted. 


Debt and Interest Payments 


Here are just a few more indicators of the current situation. Exter- 
nal debt is in excess of $100 billion and interest payments on it in 1987 
were between 5 and 6 percent of GDP. (These high interest payments 
will not be altered in the short term by the buyback of debt at a 
discount by the issuance of long-term bonds.) If interest cost on 
internal debt is added to the cost for external debt, the total interest 
outlays in 1987 were about 12 to 13 percent of GDP. The last figure, 
when taken in conjunction with government revenue, helps explain 
why the IMF was willing to accept the concept of an operational 
public-sector deficit. It is hard to see any immediate relief for Mex- 
ico’s foreign-debt burden. The Baker Plan served to coerce private 
banks into making additional loans to Mexico, but this scheme is 
based on a hope and a prayer, namely, that GDP growth in Mexico 
will reduce the relative debt burden. This outcome is possible, but 





*Calculations are made from data in Nacional Financiera, La economia 
mexicana en cifras, 1981; and Bank of Mexico, Indicadores econdémicos 
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what is happening for now is that new debt is being contracted to meet 
interest on old debt; in essence, Mexico is capitalizing its interest cost. 
The new “buy-back” debt pian referred to above will reduce the 
principal of the external debt, but not cut current interest costs by 
very much. A large and sustained inflation in the United States would 
diminish the real burden of the debt, but this would be costly to 
Mexico in other ways. The most certain statement that can be made 
about the debt is that we have not heard the last of it. 

Service on the external debt is intimately linked not only with the 
budget but also with the balance of payments. Mexice made some 
drastic corrections in its trade and current account positions once it 
was clear in 1982 that the economic game of previous years was over. 
The merchandise trade deficit was $4.5 billion in 1981 and this shifted 
to a $6.8 billion trade surplus in 1982, an $11.3 billion turnaround 
in one year. All but about $2 billion of this was from a sharp decline in 
imports, largely from the United States. The trade surplus peaked in 
1983 at close to $14 billion. It has declined since. For 1986 it was $4.6 
billion and was an estimated $8.4 billion in 1987. Of greater impor- 
tance, however, is that the current account was in deficit by $1.3 
billion in 1986. In other words, Mexico once again accrued obligations 
with the rest of the world, although this was not the case in 1987 when 
Mexico had a current account surplus of about $3.9 billion. (See 
Table 1.) 


The Reality of a Declining Economy 


To summarize, the Mexican economy is still declining. Nineteen 
eighty-seven was to be a turnaround year; the program with the IMF 
was built on that premise. Open unemployment hovers around 6 
percent, but this is only a partial figure. The elusive concept of 
underemployment may be more relevant; this is usually put at about 
40 percent, but the measurement is unrcliable since it is not known 
whether many women are deliberately working only part time or 
whether increased years of school attendance for people past age 
twelve is fully captured in the estimates. The more pressing problem 
is that of finding work for the 900,000 persons who enter the labor 
market annually. Job creation requires economic growth. Mexico 
failed to create enough jobs even during its halcyon years, but eco- 
nomic growth is still the necessary if not sufficient condition. 
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TABLE | 


Mexico’s Trade and Current Account Balances, 1980-1986 








(billions of dollars) 
Trade Current Account 
Exports Imports (fob) Balance Baiance 
1980 18.1 18.8 -~3.7 7.2 
1981 19.4 23.9 ~4.5 - 125 
1982 21.2 14.4 6.8 —6.2 
1983 22.3 8.5 13.8 5.4 
1984 24.1 11.2 12.9 4.2 
1985 21.7 13.2 8.5 1.2 
1986 16.0 11.4 4.6 1.3 
1987" 20.6 12.2 8.4 44 








* = Prelominary 
Source Bank of Mexwxo. Indwadores Economwos and American Embassy. Economn 
Trends Report (May 1988) 





Mexico is a long way from solving its fiscai problem and its balance- 
of-payments requirements, and it seems to have given up in action if 
not rhetorically—at least for the time being—on controlling inflation 
Internal confidence in Mexico is low. When the stock market col- 
lapsed in November 1987, the resulting capital flight sparked a drastic 
fall in the free-market value of the peso, from about 1,600 to the 
dollar to more than 2,500 to the dollar. The controlled rate, under 
which about 80 percent of the country’s international transactions are 
conducted, was sharply devalued in mid-December to bring it closer 
to the free rate. Import tariffs were simultaneously lowered. Nev- 
ertheless, this action was not an unmixed disaster in that Mexico's 
trade competitiveness was probably increased 

It ts instructive that a poll taken by the New York Times in October- 
November 1986 showed that 54 percent of those questioned believed 
that Mexico will never emerge from its economic crisis.” Low confi- 
dence means that domestic entrepreneurs are not investing and nei- 
ther, for the most part, are foreign entrepreneurs. There has been 


“New York Times, November 16, 1986, p. | 
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some interest in Mexico's swap of foreign debt for equity, but mostly 
by companies already in Mexico that are able to take advantage of a 
bargain.” There is reason for despondency about Mexico's immediate 
future. There is not merely a perception of crisis; the crisis is real. The 
reality of decline has now gone on for five years. However, none of 
these developments justifies the conclusion that Mexico will never 
emerge from the crisis 


Policies Being Pursued 


The de la Madrid Administration has announced a number of 
economic plans—all with different names—since taking office. These 
plans have had such labels as Extended Program of Economic Reor- 
dering (PERE), Immediate Program of Economic Reordering 
(PIRE), Program of Encouragement and Growth (PAC), and Eco- 
nomic Solidarity Pact (PSE). These changes are evidence of 
uncertainty 

Nevertheless, some courageous adjustments have been made in 
the Mexican economy. These include opening the economy to im- 
ports, some encouragement to foreign investors, and important 
changes in relative prices, such as the exchange rate, interest rates, 
and wages. The government has reduced fiscal subsidies. It has sold 
some parastatal companies, and the Fundidora steel plant in Monter 
rey was closed despite a loss of 14,000 jobs. The government-owned 
airline, AcroMecxico, was allowed to go bankrupt. Shares in com- 
pames owned by the nationalized banks were offered for sale. The 
banks were not de-natiwonalized, but a parallel system was established 
to provide credit to the private sector. Mexico has opted to pay its 
external dett.** There have also been backward steps, such as the 
fiscal binge of 1985. But the trend has been to face reality and to 
adjust the economy accordingly 


*Mexico has doubts about the uscfulness of these swaps. as ms evident 
from its suspension im late 1987 until the whole msue could be further 
analyzed 


**Perhaps the best statement on this nsswe was made by a subercretario 
of fmance. What he sand, mm essence, was that the det was impossible 
to pay, but Mexico would continue to pay i 


‘A 
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Many of these steps mark a shift in policy from what had been 
pursued for a half-century. First, trade liberalization heads the list of 
Structural adjustments. Mexico was one of the last holdouts among 
newly-industrializing countries to jettison an extreme policy of im- 
port substitution. Starting in the early 1960s, many Mexican econo- 
mists argued that growth from within had run its course and that the 
nation had to develop a competitive export industry. Domestic politi- 
cal considerations prevented this shift in any serious way, at least until 
now. The economic crisis has concentrated even political minds. 
What Mexico has done is to agree to replace an import licensing 
system with tariffs, originally to be quite high (not to exceed 50 
percent ad valorem), but to reduce many rates (those between 20 and 
50 percent) over two-and-one-half years. The commitment to liberal- 
ize trade has been enshrined in Mexico's adherence to the General 
Agreement on Tariffs and Trade (GATT) and in loan projects with 
the World Bank. The commitment is also implicit in the agreement 
with the IMF. Mexico had taken steps toward trade liberalization in 
the past, for example, under José Lopez Portillo, but they were 
scrapped when the country ran into balance-o/-payments difficulties. 
The current liberalization initiative appears ‘nore durable inasmuch 
as it is codified in international and bilateral understandings. 

This, in my judgment, is the significance of Mexico's decision to 
become a contracting party to the GATT. A promise of continuity of 
liberalization now exists. Canacintra, the manufacturing chamber 
dominated by small industrialists, has made clear that the price of its 
consent to GATT entry was te keep the pace of change as slow as 
possible. Organized labor has taken the same position. Those Mexi- 
can intellectuals, including many members of the Colegio Nacional de 
Economistas, who continue to argue that Mexico's economic future 
should be based on a dominant state sector, resist opening the econ- 
omy too much. The vested interests opposing trade restructuring are 
strong. They have lost the latest battle, but the war ts not over. Stull, 
keep in mind that the de la Madrid government has moved to reverse 
decades of past industrial and trade practices. The choice of Carlos 
Salinas de Gortari as the candidate for the Institutional Revolutionary 
Party (PR1) ts an omen of policy continuity since Salinas was one of 
the architects of the adjustment program 

The peso ts probably undervalued at present. It 1s hard to know the 
extent of undervaluation unless one believes that measurnng ex- 
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change-rate relationships by purchasing power parity ts precise. Peso 
undervaluation, too, is new in Mexico. The postwar pattern was to 
allow the exchange rate to become overvalued and then institute a 
maxi-devaluation when capital flight rendered the old rate intoler- 
able. The rate its now mostly—but by no means compietely—bdeing 
allowed to find its own level in the free market, and the controlled rate 
is being kept close to the free rate. This strategy complicates the 
inflation problem. It means higher prices for inputs for manufac- 
turers, which is particularly onerous for those who sell exclusively in 
the domestic market and therefore cannot capture the relatively 
advantageous export prices. This situation obtains for most members 
of Canacintra. ‘here are strong interests that oppose the current 
exchange-rate policy. These interests prevailed for decades and while 
they have also lost the latest battle, the story has not yet reached its 
conclusion. The temptation to fight inflation by limiting the peso's 
depreciation was still very strong before the November 1987 plunge in 
the free market exchange rate.* 

Interest rates in Mexico have become generally positive in real 
terms. Labor, one of the pillars of the PRI, has been asked to continue 
to take a beating both in its real incon:;: :.nd in its share of total income 
in the fight against inflation. Subsidies have been reduced for many 
basic foedstuffs, electricity, and transportation. Foreign investment ts 
being solicited, and this represents a shift from the past. No senous 
PRI politician has as yet proposed altering the foreign-investment law 
to facilitate majority foreign equity, if that ts what the investor wants, 
but there has been considerable flexibility in granting this status. Ford 
and lis “4 provide two recent examples of the government's authoriz- 
ing 100 percent foreign ownership.** 

The recent policy changes have been made under pressure. It ts 
therefore hard to assess the depth of conviction behind them. They 
have often been halting, as with foreign investment practices, but 








*The exchange rate was kept stable in nominal terms foi several months 
in carly 1988 as part of the anti-inflation effort 


**The government has long allowed persons investing in maquiladora 
plants at the border to have 100 percent equity. Recent regulations case 
the rules for automatic as opposed to negotiated approval for lmuited 
investments by small foreign firms As modest as this change 1s. the 
shift from case-by-case consideration can be an important one 
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changing traditional practices ts not a mskless venture. There have 
been steps backward, even as reforms were undertaken, as with fiscal 
stringency. There is a lingering suspicion that if oil prices were to 
skyrocket, thereby alleviating the balance-of-payments and bud- 
getary constraints, the traditional advocates of a large state sector and 
a mostly closed economy would once again prevail. 

However, there is much at stake now. An economy, once opened, is 
not easily closed again because a whole new set of vested interests 
then comes into play. Beneficiaries of an undervalued currency are 
not likely to acquiesce im a return to an overvalued currency. Once 
fiscal subsidies are curtailed, authorities are reluctant to get back into 
the mire of meeting the demands of competing groups for their piece 
of the fiscal pie. 

Will the reforms endure? It depends on how far they go and how 
long they are in existence. Once entrenched, they can, of course, be 
changed, but a return to the status quo ante is unlikely, perhaps 
impossible. Will the structural adjustment now being undertaken 
work? This is a harder question to answer. Yes, it can, if the authori- 
tes persist and there 1s a little luck im internal and external develop- 
ments. No, if the internal policies are wishy-washy and if the external 
situation ts adverse to Mexico, say, because of economic stagnation in 
the United States, renewed high interest rates, or another collapse in 


Implications of the Policies 


The stakes in shifting from a mostly closed to a substantially open 
economy are extremely high. New sets of winners and losers will 
emerge if the opening continues and 1s allowed to expand. Protected 
producers are understandably nervous. They will cither have to be- 
come competitive or perish. Organized labor ts concerned that com- 
petitive pressures will shrink even further thei share of national 
income. This prospect is particularly likely im large public-sector 
entities, where organized labor ts strongest 

How about non-organized labor” Since persons in this category did 
not benefit substantially from the old, closed development model, 
they could be among the winners if liberalization works. Large indus- 
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tnalists—those already competing internationally— are also among 
the potential winners 

Revolunions are often waged because of potential shifts im imcome 
shares. This realization is why it was so difficult to execute the shift 
earher, despite the evident need to modernize Mexico's cconomy 
And this ts why there ts no certainty that the current change will be 
durable 

How will the PRI and the bureaucracy fare from the change’ 
Again, the answer depends on the extent of the changes and the 
durability of the policy. | will make a few suggestive comments. A 
bureaucracy and a politica! machine derive great influence from a 
system which permits it to dispense favors. Granting an import permit 
can be a matter of life or death for a producer. Case-by-case cxamuina- 
non of investment proposals. whether by domestic or foreign inves- 
tors, bestows enormous power on those officials making these discre- 
tionary judgements. The availatility of a wide varnety of fiscal 
subsidies 1s a powerful instrument in the hands of entrenched polit- 
cians or bureaucrats. Many of the policy mutiatives under way change 
these vaniables. If imports depend largely on price and not pror 
permission, if investment authority ts generalized rather than partic- 
ularlized, if subsidies to industrialists, labor umons, PRI function- 
anes, and others diminish—opportunities for special favors decrease 
Could this situation alter the nature of machine politics’? The answer, 
I beheve, 1s the same as that given abowe—itt depends on how much 
the current discretionary powers are diminished and how long the 
revised policies last. Many political machines in the United Mates 
have become anachron:stic precisely because new, less discretionary, 
techmques were devised for providing benefits to the citizenry 

Two developments are occurnng simultancously in Mexico: the 
economy ts being opened, and the political system ts not, at least as 
far as effective suffrage ss concerned. The recent political reform 
deals with marginal issues. mainly the extent of minonty opposition 
that will be permitted in the lower house of the Mexican Congress 
The economac reforms, at least the potential reform, deal with basic 
issues. Is « viable to open the coonomy while keeping the political 
system closed’ The argument in favor of this dichotomy is that the 
ecconoma opening ts so divisive that it requires reducing the strife in 
the political arcna The opposing argument 1s that the political effer- 
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vescence derives from the cconomy'’s poor performance and that 
political and economac reforms cannot be separated. The political pot 
ts bouling because of dissatisfaction by groups and individuals who 
want a more open cconomy. They may not be satished with half a 
loaf 

Finally, what if the structural adjustment fails? In this case, the 
political situation will certainly become more roiled. What if the 
adjustment begins to turn the economy around, at least to shift from 
econom« decline to modest growth”? Such an improvement will obvi- 
ously be more satisfactory for Mexico's political regime, but it proba- 
bly will not mean the end of the PRI's troubles. The debate over a new 
growth strategy and the cconomic opening already accomplished 
preclude a retreat to the status quo ante. How much will this reform 
bestir the system? A great deal, I believe 
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The Mexican Crisis: A Mexican 
Government Perspective 


José Luis Bernal 





The numerous problems faced by Mexico in recent years have 
brought it to the attention of many sectors in the United States. 
Increasingly, academic institutions, professional associations, admin- 
istration officials, congressmen, and especially the media are atten- 
tive to the changing situation in Mexico. 

This is not the first time that Mexico has endured economic diffi- 
culties. Yet it is obvious that current conditions have led to what might 
be described as the “‘rediscovery”’ of Mexico by the United States. 
This new interest springs from Mexico’s economic importance to its 
northern neighbor. For a long time, Mexico has been the third most 
important ‘J.S. trading partner, and many U.S. companies have 
invested heavily in Mexico. In addition, Mexico is an important 
supplier of crude oil to the North American economy. In short, the 
two countries are so interrelated that it would be difficult, if not 
impossible, to ignore their importance to each other. 

Regrettably, even though this interest in Mexico has sometimes 





José Luis Bernai is First Secretary for Economic Affairs of the Embassy 
of Mexico in Washington, D.C. He is a career diplomat who has 
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produced fair and objective analyses, it is the negative elements 
which prevail in the image publicized by the U.S. media. Most refer- 
ences focus on the lack of economic stability, external debt problems, 
drug trafficking, allegations of corruption among civil servants, and 
electoral fraud. Meanwhile, journalists ignore the positive elements 
of both Mexico’s domestic development and its foreign relations. 

For these reasons it is particularly important to point out the 
nation’s progress in confronting its economic problems in recent 
years, as well as the outlook for Mexico in the near future. 


Progress in Overcoming Economic Difficulties 


Mexico’s social peace, economic development, and political stability 
are among the most successful national accomplishments in this cen- 
tury. During the last seventy years, the Mexican economy has 
changed dramatically and achieved impressive gains—to the extent 
that, today, it is the world’s fourteenth largest economy. 

The country’s economic growth in the 1960s and 1970s surpassed 
an average real annual rate of 6 percent, a pattern that was broken by 
a severe economic crisis in 1976. This event marked the “breakpoint” 
of Mexico’s contemporary history. Following that downturn, a rapid 
recovery began in 1978, making Mexico known throughout the world 
as a wealthy nation with vast resources. Its oil wealth combined with 
growing purchasing power in international markets enabled the coun- 
try to obtain enormous external credits. In 1982 a new financial crisis 
brought the country to the brink of collapse, a situation whose conse- 
quences threatened to disrupt the international financial system. 

To truly appreciate the adjustments that Mexican society has un- 
dergone during the last six years, one must understand the nature and 
magnitude of the critical situation faced by the country when Presi- 
dent Miguel de la Madrid Hurtado took office in December 1982. 
These problems included a decline in the gross domestic product 
(GDP) for the first time in fifty years, the risk of continued hyper- 
inflation, and an almost 500 percent devaluation of the peso in less 
than a year. The public sector deficit had reached levels equivalent to 
18 percent of GDP. 

In order to confront these challenges, the government fashioned a 
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strategy that featured two interrelated courses of action: immediate, 
short-term economic changes and long-term structural change. 


Sound Achievements 


After five years of adjustment, and despite many contrary opinions, it 
is possible to affirm today that the programs implemented by Mexico 
in the 1983-1986 period produced positive results. They allowed a 
recovery of real economic growth during 1984 and 1985; public fi- 
nances showed a substantial improvement; the balance of payments 
strengthened markedly; the rate of growth of external indebtedness 
declined sharply; and inflationary pressures diminished. Further- 
more, important structural changes occurred, especially in the areas 
of subsidies, industrial reconversion, foreign trade, competitiveness, 
decentralization, and the organization of the public sector. Table 1 
shows the changes from 1982 to 1987 in the main economic indicators. 

Mexico has made important improvements in rationalizing its pub- 
lic finance and in trimming the government's size. Between 1983 and 
1984, the total public sector deficit decreased from 18 percent of GDP 
to 9.9 percent. In contrast, between 1981 and 1985 in the United 
States, the ratio of deficit to gross national product (GNP) jumped 
from 2.6 percent to 5.3 percent. In other words, while Mexico was 
halving its deficit, the United States was doubling its own. 

A better way of evaluating the adjustment of the public sector is by 
considering the primary deficit, which is a more accurate measure- 
ment, since it excludes all interest payments from government expen- 
ditures. In 1981 the primary deficit amounted to 8.7 percent of GDP; 
in 1986, despite the fall in oil prices, there was an estimated surplus of 
1.7 percent. (Preliminary figures for 1987 indicate that official belt- 
tightening accounted for a primary surplus equivalent to 5 percent of 
GDP.) Mexico’s decrease in public expenditures (excluding debt 
service) of 8 percentage points of GDP is comparable to the complete 
implementation of the Gramm-Rudman-Hollings Act; and it was 
accomplished in only four years! 

The de la Madrid administration has also embarked on a policy to 
diminish the size of the public sector. It has reduced the number of 
public enterprises or agencies from a total of 1,155 in 1982 to fewer 
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TABLE | A 

Mexico: Main Economic Indicators, 1982-1987 : 

Year 1982 1983 1984 1985 1986 1987 & 

Gross domestic product (% annual growth rate) —0.5 —$.3 3.7 2.8 —3.8 1.2 , 
Consumer price increases (% annual rate) 98.9 80.8 59.2 63.7 105.7 159.0 
Free market exchange rate (pesos per U.S. $) 148.5 161.35 209.97 447.5 915.0 2,230.0 
(% change) 466.2 8.7 30.1 113.1 104.5 143.0 
Oil exports (billion $) 15.6 14.8 14.9 13.3 5.6 8.5 
Non-oil exports (billion $) 4.7 6.3 7.6 6.9 9.7 12.0 
Current account balance (billion $) —6.221 5.148 4.239 1.237 -1.27 3.6 
Ratio of public deficit/GDP 18.4 9.6 8.7 9.9 16.3 14.5 
Primary deficit- or surplus + -7.9 +4.3 +4.6 +3.4 +1.5 +74 
Total foreign debt (billion $) 87.6 93.8 96.6 97.3 101.4 109.0 
Service payments (amortization + interests) 10.6 11.0 11.3 11.3 10.9 3.¥ 


1. Preliminary Figures 
2. Jan-June 1987 


Source: Banco de México and Secretaria de Hacienda y Crédito Publice 
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than 700. Special emphasis has been placed on modernizing and 
restructuring the state-owned sector, through a process of industrial 
reconversion concentrated in industries such as steel, sugar, energy, 
fertilizers, and railroads. As a result of these measures, the govern- 
ment’s participation in national production uropped from 9.3 percent 
of GDP in 1982 to 6.0 percent in 1985. 

It is important to note that the domestic public debt, after having 
shot up by 60 percent in real terms during 1982, fell 30 percent 
between 1983 and 1985. During this same period, the foreign public 
debt fell from 44 percent to 40 percent, reflecting the decline in 
growth of new borrowing from more than 7 percent of GDP in 1981 to 
3 percent in 1983 to 1.5 percent in 1984 and to 0.4 percent in 1985. 
This decrease sprang mainly from Mexico’s not having received a 
single dollar of net financial resources from the rest of the world 
between the end of 1984 and mid-1986. 

Traditionally, the Mexican economy has been highly protected. 
However, in recent years, the government has taken important steps 
to reduce barriers between Mexico and the international economy. In 
this regard, Mexico decided to join the General Agreement on Tariffs 
and Trade (GATT) and to adopt a trade policy designed to eliminate 
quantitative import restrictions and high tariffs. Trade liberalization 
should not only stimulate economic growth, but it should also im- 
prove the efficiency of the domestic industrial plant. International 
competition should induce private and public enterprises to enhance 
their productive efficiency, thus helping to solve a major structural 
problem plaguing the Mexican economy. Relaxing import restraints 
should also permit the government to set a ceiling on the domestic 
prices of tradeable goods, which should alleviate inflationary pres- 
sures. 

Besides opening and restructuring the economy, President de la 
Madrid’s economic policy facilitated a recovery of real economic 
growth during 1984 and 1985. And, what is perhaps more important, 
these efforts made it possible for Mexico to continue paying its foreign 
debt. The debt service required external payments totaling more than 
$65 billion between 1982 and 1987—evidence of the great burden 
borne by the Mexican people in recent times. Moreover, in this same 
period, Mexico imported goods at a cost of almost $50 billion. These 
figures are just an indication of the Mexican economy’s growth poten- 
tial and of its significance to the world economy. 
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Nonetheless, economic development was not so positive during 1985 
and 1986, a fact which—in the opinion of some observers—demon- 
strated the failure of de la Madrid's initiatives. However, these critics 
did not take into account the fact that the adjustment of the Mexican 
economy has occurred in an especially negative international eco- 
nomic context. The drop in the price of oil and other raw materials, 
the increase in protectionism, continued high real interest rates, and 
the almost complete lack of new international financing have com- 
bined to slow the pace of Mexico’s economic growth. 

Also forgotten by Mexico's critics is that the Mexican government 
had to implement emergency and reconstruction programs in the 
aftermath of the earthquakes that struck the Mexico City area in 
September 1985. Furthermore, the Mexican economy was adversely 
affected by the 1986 plunge in petroleum prices, which represented a 
loss of $8.2 billion in the export-derived income anticipated for the 
year. Compared to 1985 figures, the short-fall equaled 60 percent of 
oil exports, one-third of total exports, one-third of federal govern- 
ment revenues, and 6.5 percent of GDP. It would also have covered 
75 percent of Mexico’s 1986 foreign debt payments. 

To compensate for the drop in oil prices, the government launched 
a new adjustment plan during the first half of 1986. This program 
included tighter monetary policy, new cuts in official spending, higher 
prices for public services, and a mounting devaluation of the peso 
vis-a-vis the dollar. Still, these measures accelerated inflation which, 
in turn, spurred a greater nominal deficit. Domestic interest rates had 
to be raised both to halt capital flight and to service domestic debt at 
competitive rates; and servicing that debt enlarged public expendi- 
tures, greatly deepening the budget deficit. At first glance, it may 
appear that the larger deficit is fueling inflation, when, in fact, the 
opposite is true. The deficit is high because inflation is high. 

For the above reasons, it is unfair and misleading to judge Mexico's 
economic performance in terms of the negative variables and to 
ignore‘ ¢ achievements accomplished without fanfare in the last few 
years. On the other hand, the fall in oil prices took place after three 
years of belt-tightening by the Mexican people, as the government 
addressed both the country’s domestic and external problems 
through a rigorous economic plan. These strains on the Mexican 
economy have sparked a drastic drop in real wages, a dearth of capital 
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and jobs, and postponement of measures necessary to improve the 
well-being of the population. Obviously, these conditions have exac- 
ted a high social cost with repercussions on the domestic political 
process. 


Needed: Steady Growth 


Given the difficulties of the 1985-1986 period, in June 1986 the 
Mexican government decided to begin a new economic policy, hoping 
to reverse the recessive economic trend and to enter a new stage of 
sustained growth starting in 1987. This new economic policy required 
a change in the terms for the repayment of the foreign debt, so as to 
take into account the negative effect of oil price fluctuations and to 
allow the country greater leeway in its financial commitments. Conse- 
quently, Mexico negotiated new agreements with the International 
Monetary Fund, the World Bank, and the Inter-American Develop- 
ment Bank. These institutions recognized for the first time Mexican 
efforts to spur modernization and structural change. The agreements 
with these financial organizations allowed Mexico to restructure more 
than $60 billion of its external debt owed to more than 500 commercial 
banks throughout the world. Moreover, these agreements endorsed 
Mexico's policy for sustained economic growth, by means of which it 
was expected to reach a positive real growth rate in 1987 and 1988. 

In 1987 Mexico began to exhibit a moderate, general resumption of 
economic growth, which was triggered by increasing non-oil exports, 
strengthening the domestic market, a recovery in private investment, 
and a selective reactivation of public investment. Production in the 
manufacturing sector improved from an annual negative rate of 5.6 
percent in the first two months of the year to a positive 4.2 percent in 
June. Sales rose by 5.4 percent in May and 14.3 percent in June as 
inventories were reduced. Furthermore, the Mexican Social Security 
Institute's data reveal a 3.8 percent expansion in employment during 
the first half of 1987, compared to the same period one year before. 

From January to June 1987, public finances registered an unprece- 
dented surplus of approximately 8 percent of GDP, before subtract- 
ing interest payments. Also, expenditures on non-financial goods and 
services were reduced by 6 percent, in real terms, and tax collection 
was improved. 

On the foreign front, impressive achievements were attained in 
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1987. Non-oil exports showed a sustained growth, rising 26 percent 
during the first nine months of the year, when exports of manufac- 
tured goods rose by 46 percent. Oil export prices also climbed to $16 
per barrel during the first six months of the year. As a result, and 
despite a recovery in imports, the trade surplus reached $4.8 billion. 

Meanwhile, the current account improved to $3.2 billion, reflect- 
ing a major influx of capital from tourism, foreign investment, the in- 
bond industry, new financial resources obtained through the renego- 
tiation of the foreign debt, and the repatriation of private capital. In 
addition, the “debt-for-equity” swap program contributed to this 
positive trend. As a result of these developments, the monetary 
reserves of the Central Bank of Mexico stood at $14.6 billion by the 
end of August 1987; that is, $10 billion more than the figure for 
August 1986. 


Inflation: A Persistent Problem 


Notwithstanding these encouraging signs, inflation remained too 
high. By September 1987 it had soared to an annual level of more than 
150 percent and, during the final weeks of 1987, it threatened to reach 
hyper levels again. 

The behavior of the Mexican stock market provides the most 
important element in understanding the sudden change undergone by 
the Mexican economy at the end of 1987. The Mexican stock market 
index was the best performing in the world; it had risen from 47,101 
points in December 1986 to 373,000 points at the beginning of Octo- 
ber 1987—with an inflation-adjusted yield of 278 percent in pesos and 
327 percent in dollars. The increase in demand for stocks was fostered 
by clear signs of economic recovery and sustained growth, and also by 
higher liquidity, resulting from the repatriation of capital and a 
generally positive behavior of the current account. The creation of 
new investment mechanisms with more attractive returns than those 
obtained in the money market also contributed to the market's stun- 
ning performance. However, the plunge in Wall Street and in the 
world’s major stock markets hastened an unexpectedly large adjust- 
ment in the Mexican stock exchange, which resulted in a plunge in its 
index to just under 150,000 points in mid-November and to below 
100,000 points by early December 1987. 
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The October drop in the stock market and the subsequent pressure 
on the exchange market forced the Central Bank of Mexico to with- 
draw from the free exchange market in November—an action which 
resulted in a sudden devaluation of the peso, amounting to more than 
35 percent. A medicy of factors—this devaluation, the financial losses 
suffered by investors, the disproportionate increases in consumer 
prices, new demands for higher salaries, and the inevitable rise in 
interest rates—spurred inflation and chilled expectations about an 
economy which in the previous weeks had been considered outstand- 
ing. The result was that 1987 ended with an inflation rate of almost 
160 percent and a growth rate of a little more than | percent. 

These difficult circumstances gave rise to new and innovative mea- 
sures. President de la Madrid and representatives from the labor, 
agricultural, and entreprencurial sectors signed an “Economic Scli- 
darity Pact” on December 15, 1987. The key objectives of the pact are 
to promote sustained economic growth and to prevent the economy 
from entering a period of higher inflation. These goals will be at- 
tained by further trimming public expenditures, opening the foreign 
sector, maintaining realistic exchange rates, and establishing price 
controls on certain basic products and public services in accordance 
with wage increases. It is expected that, as a result of these policies, 
monthly inflation rates will run between | and 2 percent at the end of 
1988. Real GDP growth is also expected to increase by 2 percent 
during 1988 and to reach an even higher level in 1989. 

In order to understand better the new anti-inflationary policies, it 
is necessary to consider how inflation in Mexico has changed as the 
crisis and the adjustment process have evolved. For example, at the 
end of 1982, excess demand caused inflation. Financing the public 
deficit called for the issuance of currency, and private spending was 
putting pressure on production capacity and the balance of payments 
Therefore, it was necessary to adjust the economy's aggregate de- 
mand. The measures taken to that end reduced inflation from 120 
percent at the outset of 1983 to 80 percent at year’s end, and to about 
60 percent during 1984 and 1985. With the sudden plunge in oil prices 
and the interruption of foreign financing at the beginning of 1986, 
inflation surged again, owing to cost pressures resulting from the 
exchange rate and interest rates 

Nowadays there ts no excess demand, nor ts there a lack of supply 
Yet inflation remains high, largely because of the momentum it has 
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gained. Inflation his been associated mainly with the following condi- 
tions: (1) The continued devaluation of the nominal exchange rate; 
(2) efforts by the public sector to reduce its deficit by eliminating 
subsidies and increasing prices for the goods and services it provides; 
(3) high Gomestic interest rates; (4) expansion of the moncy supply 
spurred by the large amounts of foreign exchange flowing into the 
country; (5) inflationary projections, which induce many private 
companies to raise prices in order to maintain sturdy profits; (6) 
higher frequency of wage increases; and (7) the persistence of “bot- 
tlenecks” in transportation, storage, and other sectors 

Given the present nature of inflation, reducing demand, refraining 
from making adjustments in public sector prices and rates, or manip- 
ulating the slippage of exchange and interest rates to keep them 
artificially low are not suitable solutions. It ts necessary to attack the 
root causes of inflation to maintain a moderate economic reactivation 
and to increase the competitiveness of the productive apparatus. And 
this can only be achieved by persisting in the strategy of structural 
change, which will ensure a firmer base for promoting balanced and 
more equitable development. As President de la Madrid has stated, 
“Only gradual changes will be solid and allow lasting progress to be 
made .. . Aresponsible government refuses to manage the economy 
in a manner that merely seeks accomplishments and progress that 
becomes apparent during its mandate; the proper perspective on its 
work is established by the need to provide ongoing improvements in 
the well-being of the majority of its people over the medium and long 
terms.” 


The Search for Debt Relief 


Mexico's foreign debt continues to weigh heavily on the national 
economy. As was mentioned before, between 1982 and 1987 Mexico 
paid about $65 billion in debt service to the international banking 
community. This outlay poses a significant burden and an exceptional 
sacrifice for a developing country whose economy is in crisis. It is 
obvious that no nation can sustain this process indefinitely. That is 
why Mexico has adopted a series of measures designed to adjust 
foreign debt obligations to the actual payment capabilities of its 
economy. 
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Although the possibility of a moratonum has been discussed. 
Mexico has preferred to ncgotuate with its creditors, thus abiding by 
its foreign policy principle of seeking peaceful resolution to contro- 
versies. Such was the philosophy suffusing Mexico's debt restructur- 
ing in 1983, 1985, and 1987, as weil as implementation of the debt-for- 
equity swap program. This philosophy also underlay the offer to 
exchange new Mexican bonds for part of the country’s debt with 
commercial banks, so that Mexico can benefit from the reduced value 
of its debt in secondary markets 

The Mexican government has reiterated that, in order to arrive at a 
lasting solution for the debt problem. three conditions must be met 
First, the banks must make some concessions. Second, the major 
industrialized nations must cooperate with Mexico in solving the debt 
problem by correcting their macrocconoma disequilibrium and by 
promoting growth and international trade. Finally, an adjustment 
must be made in the conditions imposed by, and resources available 
from, international lending organizations to bring them into line with 
the new situation. Mexico requires more time and more favorable 
terms for servicing its debt; 1 also needs supplementary financial 
resources and a positive international climate in which to implement. 
in an orderly fashion, the internal changes that the nation is 
undertaking 

For various reasons, sustained growth ts imperative to Mexico, for 
it ts practically impossible to continuc structural changes while the 
economy ts in recession. Also, growth 1s crucial for the creation of 
new jobs. The number of new entrants into the labor market will 
reach a historic high of approximately one million annually in the last 
half of the 1980s and the carly 1990s. For more than five years, public 
sector investment has been restrained. Further spending cuts would 
impede state enterprises from carrying out necessary capital im- 
provements and could even prevent the federal government from 
investing in infrastructure and other vital public services. The effects 
of such retrenchment on the functioning of the industrial plant and on 
the population's economic welfare could be severe. Furthermore, a 
continued recession, given its negative impact on income and employ- 
ment, 1s neither possible nor advisable if the country ts to meet its 
pressing domestic goals and fulfill existing external commitments 











The Mexican Crisis: A Private 
Sector Perspective 


Rogelw Ramirez de la U 


Mexico's problems are such that their solution hes in changing the 
country s political structures as well as its political sdcology to allow 
for a new cconomsx policy. Such changes have met resistance, as 
would be anticipated in any political system; however, opposition has 
not emanated solely from vested cconom« and political interests that 
have benefited from the status quo. Ideological or philosophical 
factors rooted im colomal times also give rise to resistance. In particu- 
lar, there are genuine sdecological limitations to change. Nevertheless. 
the progress achieved by the administration of Miguc! de la Madrid 
Hurtado should not be dismrssed, ignored, or minimized. There have 
heen notablic advances bat clearly not cnough The progress to date 
could facilitate lheralizing both the cconomy and the political sys- 
tem. As an ecconomust, | regard opening the political system to be a 
sine qua non for resolving the nation s most acute cconom«x prob- 
lems 


Roecho Ramirez de la © «= Preedent of the consulting firm EC ANAT 
S.A.. (Econom« Analyses for Company Planning). The firm analyzes 
the Mexican coonomy and the government's cconoma policy. Before 
xmumne EC ANAL. Dr Ramirez worked for two vears at the United 
Nations Center on Transnational C orporations 
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The Convergence of Three Problems 


Three problems converge in today’s Mexico. To begin with, the 
“real” sector (industry, agriculture, and services) lacks momentum, 
as evidenced by a drop in output and negative growth in gross domes- 
tic product (GDP). Taking into account the decline in output of 3.8 
percent in 1986 and 1.1 percent growth in 1987, the average fall in 
Mexico’s GDP was approximately —0.3 percent per annum for the 
1982-1987 period, which represents an impressive cumulative loss. 
There is also a problem with the financial sector, which now staggers 
under the burden of a public sector deficit that absorbed approx- 
imately 17.4 percent of GDP in 1987. The real question is whether a 
developing economy can come to grips with a deficit of this magni- 
tude. Financing this deficit unleashes inflationary forces in an econ- 
omy such as Mexico’s, generating a hyper-inflation that will last at 
least two years. 

Servicing the domestic debt will require, by my estimate, about 15 
percent of the GDP in 1988, up from 14.7 percent in 1987. When the 
domestic debt and foreign debt service are combined, interest bills 
devour 21 percent of GDP in an economy that has stagnated during 
the last five years. When de la Madrid assumed the presidency in 
December 1982, the total domestic debt stood at approximately 2.5 
trillion pesos—a figure that rose to an estimated 50 trillion pesos by 
the end of 1987. 


The Deficit’s Effect on the Private Sector 


Since 1983 Mexico has not relied heavily upon foreign resources to 
service its deficit; instead, the government has financed the deficit 
with domestic resources, which have been taken away from the pri- 
vate sector. When the deficit reaches ever higher amounts, the private 
sector expects prices to increase inexorably and raises the prices that 
it charges partly because it has to pay more in interest. The business 
community has to go into the market to obtain needed financing, and 
nominal interest rates in Mexico today are extremely high. A bor- 
rower must pay 450 percent annual interest for money over three 
months when inflation is running at an annualized rate of approx- 
imately 160 percent. That is 290 percent over the inflation index, 
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showing high inflationary expectations and the scarcity of credit, 
which is diverted to the financing of the government. 

Such a situation sharply raises inflationary pressures in the private 
sector. In the past, private firms budgeted one year in advance; now 
they budget three months in advance, and soon they will be budgeting 
one month in advance. Only by increasing their prices can these 
companies recoup the financial charges that they are compelled to 
pay. This process is going to lead to higher ‘2vels of inflation before a 
correction is effected, and such an adjustment cannot take place until 
the government reduces public sector spending. 


A Challenge to the PRI 


A formidable political problem also exists. The PRI faces significant 
challenges for the first time in many years, not only from parties of the 
right and left, but also from right and left wing factions within the PRI 
itself. And the administration lacks the instruments to cope simul- 
taneously with dissidence (inside and outside the ruling party) and 
such serious economic problems as hyper-inflation, the financing of 
the deficit, foreign debt negotiation, a decline in per capita income, a 
drop in government spending, and a shortage of investment funds. 
Mexico now stands at an extraordinarily difficult political juncture— 
with very serious problems in the wealth-creation sector of the econ- 
omy, in the financial field, and in the political arena as well. 

Fortunately, President de la Madrid’s administration brought pub- 
lic expectations to rock bottom. Now people do not expect the situa- 
tion to improve. In a November 1986 poll, the New York Times 
discovered that 58 percent of the Mexicans interviewed thought their 
country’s situation would never get better. De la Madrid's regime has 
avoided an upheaval. To do that, it resorted to unpopular measures in 
the elections, but just the same there has been no widespread vio- 
lence. The government has also improved the budgetary situation if 
interest payments are excluded, turning the deficit of 7 percent of 
GDP in 1982 to a surplus of 5 percent of GDP in 1987. 

But all of these bandaids are not enough. The country is being 
impoverished. GDP has fallen, while the population has increased. 
The capital base is not being replenished. There is a lack of equip- 
ment and infrastructure even in the multinational companies, and 
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these firms probably have more resources to maintain their capital 
stock than other entities. For example, balance-of-payments figures 
show that, over the last three years, fresh investment by multina- 
tionals has been lower than the dividends and debt payments sent 
abroad. The recovery in investment in 1986 and 1987 is fully attributa- 
ble to conversions of debt into equity—a scheme which gives a high 
premium to the investor, frequently equivalent to a subsidy of 60 
percent of his original investment. Nevertheless, as part of its anti- 
inflation campaign, the government suspended the debt-equity pro- 
gram in November 1987. 

Generally speaking, there is a lack of opportunity and an exceed- 
ingly bad business climate in Mexico; there is a brain drain; and there 
is a serious deterioration in the educational system from the primary 
schools to the university level. The only winners in these circum- 
stances are individuals who have financial investments, not the peo- 
ple who have investments in the “real” sector. These conditions 
remind me of South America in the 1970s. 

Mexico’s prospects are indeed bleak. Certainly, the situation will 
worsen before it improves. Opening the economy is not a panacea 
because, as the liberalization takes place, the nation could lose a great 
deal of its own industrial base. There is a learning curve that accom- 
panies the creation of industrial plants. Dismantling protectionism 
too fast could wipe out Mexico’s industrial plant because of interna- 
tional competition. Moreover, while trade liberalization should pro- 
ceed, it is an aspect of structural change which must be carried out in 
Stages, giving time to domestic industry to adapt to greater competi- 
tion. But in the present situation the government seems to be using 
liberalization as a short-run anti-inflation policy, which is of course 
bound to create problems. 

The fight for income shares among the government, the private 
sector, and organized labor has become much more acute in 1988. 
National income has fallen and Mexico’s lost oil revenues approxi- 
mated 6.5 percent of GDP in 1987. In other words, considering the 
decline in GDP from 1982 to 1987, the size of the cake 1s 2.0 percent 
smaller than it was in 1981. At the same time, the business community 
wants to preserve its share through high prices and profits; the gov- 
ernment desires to recapture lost revenues through higher taxes; and 
labor seeks to maintain its living standards through higher wages. To 
cope with this situation, the government will index the economy. The 
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fiscal reform of 1987 indexes not only tax revenues but also public 
sector prices. 

Investments in Mexico are frequently of the type that I call “suit- 
case factories;”’ that is, entrepreneurs establish only small local oper- 
ations which can fly away at any time, not large, established plants. 
Moreover, Mexico cannot slavishly follow the Taiwan experience 
because that export model does not fit with Mexico’s society. For 
example, labor legislation makes it impossible to base growth only on 
exports. Mexico has a population of 84 million, and during the last 
fifty years it has focused its development on the expansion of its 
domestic market. It is not an exporting economy. This does not mean 
it will never become one, however. Mexico cannot maintain its level of 
activity simply by exporting cheap consumer items or by assembling a 
few manufactured goods. There are some industrial structures and 
also labor privileges which are likely to be maintained and which are 
not geared to an export strategy. 


No Simple Solutions 


No panacea exists for the problems described above. The key ques- 
tion relates not only to the economy but also to the PRI’s political 
ideology: What are the limits on the state’s role in Mexico’s political 
and economic model? This is the greatest question of the twentieth 
century in Mexico. It is surprising that the party and the people who 
are responsible for policymaking either do not want to, or cannot 
admit, that this is the issue. Nonetheless, some other thinkers are now 
beginning to address this concern. 

The state, the PRI, and the government have to work out a new 
social agreement with labor. The need for such an accord became 
crystal clear in December 1987, when the tripartite Economic Soli- 
darity Pact was agreed upon in order to increase wages and prices— 
and then freeze them for two months until March 1, 1988. This Pact 
offers an insight into what policy the administration of Carlos Salinas 
de Gortari is likely to follow—namely, serious negotiations with key 
economic actors in order to curb inflation even as structural reforms 
progress. 

It is true that labor received few benefits from its half-century-long 
alliance with the government. Yet, until 1970 workers had rising 
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expectations. They will make deals or participate in a political pro- 
gram if some hope exists for a better quality of life, not just for 
themselves but for their children. From 1920 to 1970, there was an 
impressive improvement in the conditions of Mexico’s working class. 

Other objectives must also be achieved. The public sector has to be 
restructured; the number of state enterprises has to be diminished; a 
new industrial strategy must be devised; the deficit must be reduced; 
and so forth. Still, these reforms—as significant as they are—pale in 
importance to the imperative to define both the limit of state eco- 
nomic activity and the role to be played by the private sector. 

Every change of administration in Mexico nourishes hope that the 
new government has learned from the mistakes of the previous one 
and, thus, will take decisive action to address national problems. 
When he assumes office Salinas will find an economy that is much 
weaker than the economy was in 1982 when de la Madrid was inaugu- 
rated. But it is an economy that has withstood the policy reforms 
started in 1985 to open it to international competition. These reforms 
must be completed. Salinas will also find a leaner public sector, but 
one where waste and redundancies still exist and will have to be 
eliminated selectively rather than through across-the-board budget 
cuts. He will find a people much more impatient with inflation and 
much more demanding of prompt official action. Finally, he will find a 
stronger political opposition to the PRI. Therefore, he will have to 
continue with economic reforms, while maintaining social unity. The 
task is daunting but if Salinas possesses the will to reform the ruling 
party, to modernize Mexico, and to allow private sector participation 
in the economy, he is likely to succeed and deliver a stronger country 
to his successor in 1994. 
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Mexico's Debt: A Banker's Perspective 


John F. H. Purcell 





The Mexican government's relationship with the commercial banks in 
the United States, which hold nearly three-quarters of Mexico's 
external debt, is likely to influence its development opportunities 
greatly over at least the next decade (see Table 1). As senior bank 
decision-makers are also well aware, their relationship with Mexico 
can have an important impact on profit opportunities. Neither side 
may have wanted it this way, but they are wedded by mutual interest 
and necessity. For the larger banks, which hold large amounts of 
Mexican loans, some diversification and reduction of their Mexican 
portfolios is possible through exit bonds, other securitization, debt- 
for-equity swaps, debt-for-debt swaps, debt for other asset swaps, 
and so forth; but it is likely that in the late 1990s they will continue to 
hold a reduced but still significant portion of the assets of Mexico and 
other developing countries. Neither side will benefit from confronta- 
tion and unilateral action, though one side or the other has at times 
gained some advantages from brinksmanship and veiled threats. 
Mexico is in 4 unique position vis-a-vis the banks, compared with 
other sovereign debtors. Mexico is of greater importance to U.S. 





John F. H. Purcell is Vice-President and head of the sovereign credit 
risk assessment group in the Corporate Bond Research Department at 
Salomon Brothers, Inc. Before joining Salomon Brothers, Dr. Purcell 
was Vice-President in charge of Latin American political assessment in 
the International Economic Group of Bankers Trust Company. 
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TABLE | 


Commercial Banks and Mexico’s External Debt, (1987) 


(in U.S. $ billion) 


Total external debt 
Debt held by the banking system 
Long- and medium-term debt held by commercial banks 
Long-term debt held by U.S. banks 
Debt held by 12 largest U.S. bank holding companies” 
Citicorp 
Bank America Corporation 
Manufacturers Hanover Corporation 
Chemical New York Corporation/Texas Commerce 
Chase Manhattan Corporation 
Bankers Trust New York Corporation 
J. P. Morgan and Company 
First Chicago Corporation 
Security Pacific Corporation 
First Interstate Bancorporation 
Wells Fargo and Company 
First Republic Bank Corporation 





*As of September 30, 1987, (rounded to the nearest $100 million). Source: Salomon 
Brothers, Inc 





foreign policy than other debtor countries; it 1s one of the largest 
debtors, for its $106 billion external debt is exceeded only by that of 
Brazil; it has often taken the lead in defining the boundaries within 
which the banks negotiate with debtor countries; and the Mexican 
debt rescheduling of August 1982, it must be remembered, is the 
most commonly used date to mark the beginning of the “debt crisis.”’ 

Nevertheless, the relationship of the banks with Mexico and their 
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perceptions of and actions toward it cannot diverge too widely from 
the stance they assume toward ail sovereign debtors. Any action 
taken on Mexico is a potential precedent elsewhere and vice versa. 
Therefore, this chapter will start with a discussion of banks and 
developing-country debtors in general. Then peculiarities and exc >p- 
tions that characterize Mexico's relations with the banks will be 
examined followed by some speculation about future trends and long 
term obstacles to be overcome in managing the debt. 


Background 


As noted above, “the debt crisis” may be said to have started offi- 
cially in August 1982 when Mexico informed its major commercial 
bank creditors that it would be unable to meet interest and principal 
payments on its external debt of $87 billion. Indeed, the country’s 
external debt had skyrocketed from around $4 billion in 1970 and 
from only around $20 billion by the middle of the 1970s. It is not the 
purpose of this paper to analyze the events that catalyzed the crisis. 
However, it is probable that institutional and market factors such as 
petrodollar surpluses, competitive pressures, and the institutional 
structure of, and environment for, banks tempted them to lend at a 
rate that in hindsight was clearly excessive. Likewise, Mexican gov- 
ernment policy was driven by political pressures for rapid growth and 
excessive optimism about both oil prices and the possibilities for rapid 
real economic development. 

The relationship between Mexico and the banks has proceeded 
through four major stages, which, in simple terms, are characterized 
in the following sections. 


First Stage: Emergency Action for a Temporary Crisis 
(1982—1983) 


In this phase, it was still believed by some that Mexico could, in the 
foreseeable future, return to voluntary capital markets. Nevertheless, 
the fears of a major shock to the international banking system were 
considered very realistic if the possibilities for outright default by 
Mexico were not immediately dealt with. The U.S. government at 
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once committed itself to buying more than $1 billion in extra oil 
exports from Mexico for the U.S. Strategic Petroleum Reserve, and 
the Treasury Department extended large temporary swap lines to 
Mexico. As part of its overall agreement with the banks, Mexico 
signed a three-year Extended Fund Facility with the International 
Monetary Fund (IMF). Debt to the banks coming due in 1983 and 
1984 was rescheduled, and new financing of over $8 billion was 
advanced to Mexico. The rescheduling was less ambitious than that of 
later agreements since it covered only two years of amortization 
payments. Private sector debt was also rescheduled and a mechanism 
introduced to provide some foreign exchange for foreign creditors of 
the Mexican corporate sector. Private banks in Mexico were nation- 
alized, and their $12 billion external debt became an obligation of the 
public sector. 


Second Stage: The Multi-Year Rescheduling Agreement 
(1984—1985) 


During 1983 the debt rescheduling process had to be repeated in 
several other Latin American countries. Also by 1984 it became clear 
that Mexico still could not meet its interest and amortization pay- 
ments for the years after 1985. Amortizations were then rescheduled 
through 1990 and interest charges were reduced. Implicitly, this stage 
recognized the longer-term duration of the debt crisis and maintained 
the position that no panacea would emerge. This approach came to be 
called “muddling through.”* It was based on the assumption that 
Mexico would continue to meet all obligations to the banks and that 
market interest rates would be maintained. An important aspect of 
“muddling through”—not explicitly part of this stage, but very much 
an aspect of the previous stage and the following one—was the 
provision of new money which, in fact, funded Mexico's interest 
payments to the banks. 





“See the insightful argument in Thomas J. Trebat, “Mexican Foreign 
Debt: Old Lessons, New’ Possibilities,” paper prepared for the 
Conference on U.S.-Mexican Interdependence sponsored by the Johns 
Hopkins University School for Advanced International Studies, 
Washington, D.C., January 1988. 
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Third Stage: New Precedents and the Exhaustion of **Muddling 
Through” (1986—1987) 


Partly because of the 1985 Mexico City earthquakes and the dra- 
matic plunge in oil prices in 1986, the banks again confronted an 
immediate problem of Mexican liquidity. Economic projections for 
Mexico were so negative that many bankers were unclear how such 
large new money needs could be met by the commercial banks. The 
combination of bankers’ fears and U.S. government concern, as well 
as sophisticated use of these perceptions by Mexican negotiators, 
produced a new accord that established several precedents. At the 
same time, many participants perceived the agreement as marking 
the end of the “muddling through” strategy. In particular, a number 
of the regional banks balked at the large new money component ($6 
billion from the banks with a further $1 to $2 billion contingency 
credit line) and many refused to participate. New features of the 
agreement included: 


* The amount of new money (nearly 13 percent of 1982 
exposure) considerably exceeded what the banks had 
expected to provide. 

* Part of the reason for the size of the new moncy 
component was the fact that the U.S. government not 
only coordinated the participation but pushed the banks 
to participate. These efforts resulted in more banks 
participating and more new money forthcoming. 


* The U.S. government played such a prominent role 
because this new rescheduling was considered to be 
part of a larger initiative by the U.S. Treasury 
Department (the Baker Plan) whereby the United 
States would coordinate bank involvement, a more 
flexible IMF approach on economic targets for Mexico, 
and an amount of new money from both the IMF and 
the World Bank that would allow Mexico not only to 
pay interest, but also to grow economically. In addition 
to rescheduling Mexico's existing debt, the agreement 
also provided Mexico with a total of $12 billion of new 
credit and a $2 billion contingency credit fund. 
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¢ The contingency credit line could be drawn down if oil 
prices dropped below $9.00 per barrel and if economic 
growth rates fell below a point determined by the IMF. 
No such provision had previously been granted any 
rescheduling country. 


¢ Interest spreads over the London interbank offered 
rate (libor) were set at an extremely low 13/16 percent 
level. 


Fourth Stage: Discounting the Debt and Developing New 
Financial Instruments (1987—1988) 


Following the rescheduling agreement of 1986, Mexico's external 
position improved markedly. Several factors may have accounted—at 
least in part—for the improvement: overly pessimistic projections in 
the first place, a changing environment (oil prices cased upward 
following the 1986 lows), and the better-than-expected response of 
the non-oil export economy to flexible exchange rates. By the sum- 
mer of 1987, external reserves had reached an impressive $15 billion. 


In October volatility in world financial markets hit Mexico hard; the 
peso plunged and capital flight began. By its flexible reaction to the 
crisis, however, the Mexican government stemmed the tide and by 
early 1988 managed to keep most of its reserves intact. 

Outside Mexico, two crucial events had occurred during this stage. 
In February 1987 Brazil declared a moratorium on interest payments 
to the commercial banks; and Citibank, followed by most other 
banks, announced a $3 billion increase in its reserve against develop- 
ing-country loans. These events set the stage for a new debt-related 
proposal announced by Morgan Guaranty Trust and the Mexican 
government (after consultation with the U.S. Treasury Department) 
in the week between Christmas and New Year, 1988. | will discuss the 
implications of this initiative later in the paper. For now, | simply note 
its basic features. 

Working for the first time from a position of strength, Mexico 
proposed to use approximately $1.8 billion of its $13.5 billion in 
reserves to purchase a $10 billion face-value zero coupon U.S. Treas- 
ury bond with a twenty year maturity. The Treasury bond would 
become the backing for the principal portion of a new twenty year 
Mexican sovereign bond with a face value of up to $10 billion. Interest 
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payments would remain Mexican government nsk and would be set at 
a floating rate of 1 5/8 percent over libor (double the interest spread 
on rescheduled Mexican debt). 

The banks which held existing Mexican debt would then be given 
an opportunity in late February 1988 to tender the debt they pos- 
sessed in exchange for a new bond at a discount (i.c., at some 
exchange ratio lower than 100 cents per dollar of existeng debt). In 
January 1988 Mexico let it be known that it expected the average ratio 
to be around 60 cents on the dollar (i.c., the banks would discount the 
exiting debt they held by around 40 percent to receive the new 
bonds). At the time of the offer, Mexican debt was trading at approx- 
imately 50 cents on the dollar in the secondary loan market. The 
Mexican government offered the added incentive that takers of the 
new bond would be exempt from any future new moncy requirements 
attached to the existing (nonsecuritized) debt. 

The new bond proposal was significant in several ways. First, the 
willingness of the U.S. government to issue the zero coupon bond 
demonstrated the United States’ support of the proposal—at least 
implicitly. Second, this was the first “officially approved” proposal 
which involved banks accepting a discount on third world debt. Third, 
because it was a purely voluntary and market-based option, it opened 
the possibility for a wider market for developing country debt. Fi- 
nally, it was proposed by a country viewed by the banks as following 
an economic policy which could enable it to service its obligations in 
the future. It is crucial to note that Mexico's reserve position was 
strong enough to fund the zero coupon bond portion of the proposal 
from its own assets. As of mid 1988, this feature distinguished Mexico 
from other large, less developed debtors. 


The Commercial Banks: Interests and Perceptions Concerning 
Developing-Country Debt 


The reaction of the banks to the debt crisis has struck many observers 
as unimaginative , short-sighted, and difficult to understand. While all 
participants in this drama are open to criticism, the attacks directed at 
the banks by outside observers often ignore important structural 
constraints and incentives within which the banks must operate. 


1&5 
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The Context: Market Conditions 


One important factor which defines a commercial bank's interests, 
especially in the United States, is the market perception of the value 
of its stock and the credit quality of its debt. While bank stock may 
sometimes respond differently to events than bank bond prices, in the 
case of the developing country debt situation, most important events 
affected commercial bank stocks and bonds in similar directions. At 
the beginning of the debt crisis during 1982-1984, the banks per- 
ceived (I believe correctly) that by taking large loan loss reserves or 
otherwise explicitly recognizing the value-impaired nature of third 
world debt, they would have severely harmed their stock prices and 
made it more costly to raise funds in financial markets. This, in turn, 
would have scrnously damaged their ability to deal with the crisis. 

A bank's stock price also influences its capacity to take advantage 
of business Opportunities in a competetive and changing business 
environment. In an increasingly deregulated environment, the ab«'ity 
to make purchases and mergers is crucial. Because stock instead of 
cash is used in such transactions, a high stock price is often crucial to 
success. In addition, certain methods for raising capital such as man- 
datory convertible notes require the eventual floating of stock issues. 
Dividend reinvestment plans also encourage banks to maistain as 
high a stock price as possible. Stock price, and particularly its change 
over the short term (quarter by quarter and year by year), may be the 
most important single indicator watched by senior bank managers. 

Stock price is affected by several factors but most importantly by 
net earnings reported cach quarter and expectations by the market 
for earnings the next quarter or, at longest, for the year. During the 
1970s and early 1980s, the market anticipated constantly rising quar- 
terly income. This expectation put great pressure on banks not to cut 
reported income by, for example, increasing loan loss reserves. 


The Context: Competitive Environment 


The second factor defining a bank's interests is the highly competi- 
tive and rapidly changing business and regulatory atmosphere for 
commercial banks. During the late 1970s and the 1980s this environ- 
ment has made it exceedingly difficult and risky for any single bank to 
act unilaterally to deal with the debt situation if in so doing, it would 
have to diminish its current income while competitors continued to 
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show strong profits. In the 1970s, a combination of surplus petrodol- 
lar deposits and a limited set of opportunities for lending impelled the 
banks to Latin America and other Third World nations as the one 
major area of insatiable demand for loans. With the development of 
commercial paper and other financial instruments, U.S. banks had 
beer: rapidly losing thei traditional customer base. the large US. and 
multrnational corporations 

Even after the debt crisis began with Mexico's rescheduling in the 
summer of 1982, the banks continued to profit substantially from 
developing-country loans (even rescheduled ones). As late as 1985, 
one of the top ten U.S. moncy center banks received as much as 15 
percent of its net mcome from Latin American business. 

Under the above circumstances, as long as stock prices did not drop 
precipitously or the cost of funds (through the bond markets) increase 
rapidly in a way clearly linked to the banks’ actions or imactions 
toward the developing-country debt situation, semor bank decision- 
makers opted for a “muddling through” approach. This Strategy had 
the immediate result of maintaiming current income. avoiding sudden 
shocks, and providing time for the banks to strengthen their capital 
bases. The alternatives often proposed by those outside the banking 
system appeared to the insiders to involve definite short-term losses 
in exchange for rather vague promises of longer term “solutions.” 


No Incentives for Innovation 


The third factor concerned the political negotiating clement to the 
debt restructuring situation. Banks did not feel entirely comfortable 
having to operate in such a political context. From a purely negotiat- 
ing perspective, bank decision-makers felt that any initiative they 
might iake outside the conservative “muddling through’ framework 
would give away bargaining chips without gamung concessions from 
the other side. In addition, most semor bank officers recognized that 
there were foreign policy clements in the debt crisis which could not 
be decided by them. They actively lobbied senior government offi- 
cials, of course, but in the absence of governmental initiative to 
change the rules or the format of the debt negotiation process they 
considered the risk of taking the initiative themselves to be high. 
certainly for any individual bank (except possibly Citibank) 

To initiate action unilaterally, therefore, was considered foolhardy 
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in the early years of the debt crisis. Also banks believed they had to 
act in concert with official third parties such as the IMF, since without 
such parties, the banks would lose crucial leverage over debtor coun- 
tries in encouraging them to follow disciplined economic policies. 


Changing Circumstances 

From 1985 onward, these calculations began to change, partly as a 
result of evolving circumstances within the banks themselves and in 
their business environment and partly because of major develop- 
ments within Latin America and other Third World countries. 
Changes have taken place in a number of important areas. 

First, economic and political pressure for a fresh position on debt 
payments has become overwhelming in Latin America. All Latin 
American debtor nations, as well as many other large debtor states, 
have changed governments since 1982. Argentina and Brazil moved 
from military dictatorships to democracy, and pressure for a more 
open system has been surfacing in Mexico. These political tendencies, 
combined with the severe economic constraints on each country, have 
unleashed forces in behalf of nontraditional ways of handing the debt. 

The most dramatic recent symbol of this pressure is the interest 
payment moratorium declared by Brazil in February 1987. The mor- 
atorium was the most serious blow yet to the view that “‘muddling 
through” was necessary to maintain cash flows to the banks. Once 
interest income was cut off, the dangers of new demarches diminished 
even more for banks. Brazil’s interest moratorium also raised the 
possibility that Argentina and Mexico could follow suit, and that, for 
the first time since 1982, all three large Latin American debtor 
countries could be facing economic difficulties and political transi- 
tions at the same time during 1988. 

Brazil’s interest moratorium, which ended in January 1988, is the 
only significant step taken by a large debtor country that was not 
initiated by Mexico. As noted above, Mexico has played an important 
leadership role in relations with the banks and in extracting new 
precedents with respect to their debt. But with the exception of the 
1982 rescheduling, Mexico’s initiatives have enhanced its image as a 
responsible and constructive negotiator. Hence, it is consistent that 
Mexico managed to remain aloof from the interest payment mor- 
atorium, while at the same time benefitting in strategic terms from the 
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charged negotiating climate it produced. Mexico’s newest proposal 
ar.nounced in late December 1987 to exchange new bonds for existing 
tank debt, as outlined earlier in this chapter, is the first scheme which 
provides a realistic possibility for a debtor country to take at least 
some advantage of the secondary market discounts for its debt with- 
out instigating a confrontation with its creditors. 

The second area where change has taken place is within the banks 
themselves. This development has not only been in terms of person- 
nel (an important example is Citicorp, where Walter Wriston was 
replaced by John Reed as chief executive officer) but also in terms of 
attitude and expectation. Banks have gradually accepted that the 
heavily indebted developing countries cannot and will not continue to 
service debt under the framework existing until late 1986 and have 
begun to contemplate changes. Since 1982, the major money center 
banks have built their capital positions and their reserves to consid- 
erably stronger levels than in 1982. The gradualist approach to debt 
negotiation has allowed this to take place without severe dam: ge to 
either individual banks or to the banking system. 

Equity plus reserves of the twelve largest U.S. banks grew by 72 
percent (from nearly $36 billion to nearly $62 billion) between the fall 
of 1983 and the fall of 1987. Mexican debt held by these banks 
represented around 40 percent of equity plus reserves in 1983 and 
only around 26 percent in 1987. 

While bank stock prices fluctuated considerably between 1983 and 
1987, it was generally recognized by 1987 that the stock market had 
already discounted bank stocks for their developing-country expo- 
sure. In fact, a number of observers felt that bank stocks and fixed 
income bank securities had been overly discounted in light of the 
strengthened capital of many banks. Thus, by 1987 banks were in a 
stronger position to recognize explicitly the need to reserve more 
heavily against their sovereign debt portfolios. More robust capital 
bases and lower stock prices meant that earmarking larger loss re- 
serves was now interpreted positively by the markets. When Citibank 
set aside an additional $3 billion in the summer of 1987, its stock 
prices actually rose. 

It has still taken acts of leadership by top officials in the largest 
banks to move the situation forward. The most important of these 
were the decision by Citibank to add the above mentioned $3 billion 
to its loan loss reserve to reflect the diminished value of its develop- 


189 





190 “THE MEXICAN CRISIS” 


ing-country portfolio and the efforts by J. P. Morgan and the Mexican 
government (working with the U.S. Treasury Department) to pro- 
duce the bond-for-debt exchange scheme. Both of these events have 
forced banks as well as other players in the drama to follow suit and to 
adjust to changed circumstances. 

A third changed circumstance during the latter part of the 1980s is 
the accelerating divergence of the positions of different banks vis-a- 
vis the sovereign loan situation. Briefly stated, there are at least three 
crucial differences within the banking system concerning developing 
country debt. These differences are not new, but they have increased 
in importance during the past few years. 


Regional Versus Money Center Banks in the United States 


Typically, the money center banks (the ten to fifteen largest banks 
located mainly in New York) are much more exposed to Mexico and 
other Third World nations than are the regional banks. They have 
also profited more from trade and other business with these countries 
and, in many cases, intend to keep doing some level of business there. 
In contrast, regionals have already sold much of this debt in the 


secondary market. They are much more likely to accept schemes to 
remove them entirely from the sovereign debt dilemma even at a 
significant discount. Regional institutions have tended to reserve 
more heavily against their developing-country portfolios partly be- 
cause many of them have been more profitable in recent years, their 
stock prices have been stronger, and they are more richly capitalized. 
For example, the regional banks average a level of reserves around 50 
percent of troubled debt in less developed states, while the money 
center banks average only 25 percent. 

Because of these differences, the regional banks have gradually 
removed themselves from participation in rescheduling activities in- 
volving new money provisions for Mexico or other developing coun- 
tries. During the late 1986 rescheduling for Mexico, it was very 
difficult to meet the levels of bank involvement required by the IMF 
for the program to go forward. This was because many smaller banks 
declined to take part in spite of considerable pressure exerted by both 
the U.S. government and the money center banks. Indeed, of approx- 
imately 500 banks which signed up for the earlier Mexican reschedul- 
ings, only some 200 were participating by late 1986. 
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This process of attrition has concentrated Mexican and other deve- 
loping-country debt in the hands of larger banks. In turn, this phe- 
nomenon has made it necessary for these institutions to fortify their 
Own position as well as to explore new approaches for dealing with 
their Third World exposure. 


Weaker Versus Stronger Banks 


Because of the volatility of markets and changes in the domestic 
economy, as well as differing exposures to developing-country debt, 
some large money center banks have emerged in a stronger situation 
than others. The strongest banks—Citibank, Morgan, Bankers Trust, 
and several others—have taken a more aggressive approach (for 
example, in reserve policy) partly because it emphasizes their com- 
petitive advantage toward their less profitable or more heavily bur- 
dened money center counterparts. For example, for the ten largest 
U.S. banks, the exposure to the four largest Latin American coun- 
tries represented by the three least exposed banks accounted for 49 
percent of their equity plus reserves in 1987. For the three most 
exposed banks, the figure was 114 percent of equity plus reserves. 


United States Versus Foreign Banks 


Most industrialized countries with large banks having significant 
outstanding loans to developing countries (the United Kingdom, 
West Germany, Japan, Switzerland, and France in particular) have 
different accounting and regulatory environments than the United 
States. Sometimes more flexible laws allow them to take a more 
assertive approach in reducing their exposure to developing coun- 
tries—even to the point of granting concessions to debtors without 
having to recognize losses explicitly. Also, many non-U.S. banks are 
simply less exposed to less developed natic ns than are the U.S. money 
center banks. 


Mexico and the Banks 


As already mentioned, from the beginning of the debt crisis, Mexico 
has taken the lead in defining new relationships and directions. It has 
pursued a sophisticated debt strategy and utilized clever tactics in the 
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process. However, its success is probably due—in part, at least—to 
taking advantage of an odd divergence between perception and real- 
ity during the 1980s. The reality is that during the 1970s and 1980s, 
Mexico has been by far the most politically stable large debtor coun- 
try and has followed the most predictable economic policies—a gener- 
alization that has been even more impressive since 1982. There is little 
question that Mexico has a stronger and more institutionalized politi- 
cal system than Brazil, Argentina, the Philippines, Nigeria, Chile, 
and virtually all other debtor countries. 

Nonetheless, the perception is somewhat different. While difficult 
to prove, it is my strong impression that many decision-makers in 
commercial banks throughout the 1980s have viewed Mexico as pecu- 
liarly unpredictable and unstable. It is true that President Lopez 
Portillo’s dramatic nationalization of the domestic banking system in 
1982 reinforced this impression, but I believe that it goes beyond any 
actual events. Partly because Mexico's political system is difficult for 
outsiders to understand, and partly because Mexican elites them- 
selves sometimes nurture outsiders’ misgivings about Mexican stabil- 
ity, perception and reality have diverged quite sharply in recent years. 
Bankers’ nervousness about Mexico’s intentions has sometimes per- 
versely helped in setting the background for Mexico’s strategy of 
extracting concessions while avoiding confrontation. It should also be 
added that, during the mid-to-late 1980s, bankers’ perceptions have 
probably steadied. 

An additional aspect of Mexico’s standing vis-a-vis the banks is that 
all sides perceive (correctly, I believe) that Mexico enjoys, or at times 
suffers, a special relationship with the United States. It has become a 
cliché in the late 1970s and the 1980s to mention Mexico’s 2000-mile 
border with the United States, the influx of immigrants, the interde- 
pendent economies, and the mutual national security interests. These 
clichés are very much part of the calculations of the bankers and the 
financial officials of the U.S. and Mexican governments. 

In reviewing the history of the debt crisis from 1982 onwards, it 
appears that the United States has reacted more quickly and more 
decisively to events affecting the Mexican debt than to developments 
in any other country. it also appears to the banks that the U.S. 
government may be especially sympathetic to Mexico's position to- 
ward the banks. In 1982 the White House and the Federal Reserve 
acted quickly to put emergency swap lines in place and to make rapid 
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purchases for the U.S. Strategic Petroleum Reserve. In 1986 the Fed 
reportedly put considerable pressure on senior bankers to accept 
rapidly a decidedly unorthodox debt-restructuring proposal, which 
the bankers were inclined to reject. Finally, the Treasury Depart- 
ment’s willingness to issue a special zero coupon as part of the 
Mexican government’s bond for its debt swap proposal is read as 
backing for the general approach. 


The Future: Trends and Strategies 


Looking to the end of the 1980s and the early 1990s, several trends 
will accelerate even as certain issues persist. 


Increasing Reliance on Government 


First, there witl probably be ever more reliance on government, 
particularly U.S. government (and perhaps, increasingly, Japanese 
government) initiatives to guide and oversee banks-debtor relations. 
Both parties expect this. In the end, only governments and suprana- 
tional entities like the IMF and World Bank have the power to change 
the rules and monitor the results. Undoubtedly, banks and develop- 
ing nations will call on the governments of industrialized countries to 
share the financial costs of solutions. To give a current example, 
Japanese banks tended to participate more actively in Mexico’s bond 
proposal because the Japanese government allowed full tax write-offs 
for loan losses taken in the process of swapping debt for bonds. This 
allowance is more advantageous than the tax treatment affecting 
other alternatives the Japanese banks may have. 


Concentration of the Debt 


Another trend is that banks will sell or swap their developing- 
country assets. In the process, the debt will be discounted and the 
secondary market for Third World debt will be enhanced. Many 
regional and foreign banks have already sold all or part of their 
portfolios in the secondary loan market. Others have exchanged them 
for domestic high yielding assets. This process will gradually concen- 
trate the debt in a smaller number of large banks. While most are 
unwilling to write down the loans or grant unilateral concessions, 
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these institutions are increasingly prepared and able to compromise 
from a stronger capital and reserve position. 


Regulatory and Accounting Innovations 


Regulatory and accounting changes will continue to adjust to spe- 
cific initiatives deemed constructive by decision-makers. For exam- 
ple, with respect to the Mexican exit bond proposal, accountants 
indicated a willingness to allow banks to bid on the new Mexican bond 
at a ratio of new bond value to old debt value, thereby implying a 
discount on the existing debt without having to write down other debt 
not involved in the bond-for-debt swap. This indicated a new flex- 
ibility. 


The Fate of the Bradley and Baker Plans 


Strategies advanced as late as the mid-1980s have already been 
bypassed. For example, the “Bradley Plan” proposed a 3 percent 
interest rate reduction per year for three years on developing-country 
loans. In addition, it advocated a 3 percent annual write-off of princi- 
pal for three years. The bond swap proposal by Mexico, had it been 
fully subscribed, would have achieved similar results for Mexico on 
$10 to $20 billion of its debt and on a voluntary, market-related basis. 
It is clear that the Bradley proposal had both merit and some strong 
impetus behind it. Its problems were (1) the political coercion that it 
implied; (2) the lack of a direct connection to market forces; (3) the 
backlash it might therefore have triggered on bank activities in non- 
affected sectors like short-term trade financing; and (4) the still 
unresolved dilemma of how to exert discipline over the economic 
policies of debtor nations in exchange for creditor concessions. 

The Baker Plan, too, appears to have been overtaken by events. 
Nevertheless, certain principles laid out in the plan are likely to 
continue as part of whatever solutions are devised. The first precept is 
that Washington must initiate or at least concur in (as in the Mexican 
bond swap proposal) whatever steps are taken. The U.S. government 
played an important role in dissuading Mexico from suggesting an 
interest capitalization scheme in mid-1986 and in discouraging Brazil 
from pursuing a debt reduction via exit bonds in 1987. 

The second element of the Baker Plan likely to continue is the 
effort to coordinate the involvement of the banks, the debtor states, 
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and supranational agencies such as the IMF and the World Bank. It 
remains to be seen whether the World Bank will assume the role of 
monitoring greater private sector participation in developing-country 
economies. This politically sensitive involvement is likely to occur 
only if the leadership of an individual debtor nation is sufficiently 
convinced and coherent enough to make it happen. Eventually, prin- 
cipal and interest concessions may replace new money from the 
banks, but these concessions will have to be mobilized and approved 
by governments of industrialized countries. 


Alternatives for the Future 


In the future, various alternative financial instruments will play 
some role in diversifying the monolithic nature of debt embodied in 
commercial bank loans. One of these alternatives is debt-to-equity 
swaps. 

Debt-to-equity swaps occur when an investor, for instance, a multi- 
national corporation with investments in Mexico which wishes to 
expand these investments, buys Mexican debt directly from a bank or 
in the secondary market at a discount. The investor then sells this 
debt (denominated in U.S. dollars) to the Mexican government and 
receives approval for his investment plans along with discounted 
pesos for the transaction. 

Debt-to-equity swaps do have a future in Mexico and elsewhere in 
Latin America. They represent one of several ways in which foreign 
investors (and, perhaps, eventually Mexican investors with dollars 
outside Mexico) can increase their commitment to the country. How- 
ever, as a solution to the debt crisis, they represent only a small drop 
in a large bucket. Debt-to-equity swaps represented around $2 billion 
of Mexico's $100 billion plus external debt in 1987. 

Moreover it is doubtful whether the 1987 rate of equity swaps could 
be maintained in coming years. In the first place, only certain kinds of 
investments would be acceptable to the Mexican government. Mexi- 
can history is filled with themes of foreign imperialism and exploita- 
tion. Doubtless, a prolonged, large-scale debt-to-equity swap pro- 
gram would stimulate nationalistic, antiimperialistic sensibilities. 
Indeed the government has already suspended the program as part of 
its effort to combat inflation and may not reinstate it. Stull, negotia- 
tions between Mexico and its creditors will probably facilitate the 
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program's continuance in some form. However, beyond the corpora- 
tions that desire to enlarge existing investments, it is not clear that the 
risk reward ratio of debt-to-equity swaps exceeds that of holding bank 
loans. Identifying appropriate investments may be difficult; even the 
current focus on tourist facilities may already have been over- 


Securitization of developing-country debt has been discussed exten- 
sively over the past year. Generally speaking, this concept implies the 
conversion of loans, which are difficult to trade on a secondary 
market, into bonds, which presumably would appeal to a wider set of 
investors. The expectation of securitization of developing-country 
debt rests on the assumption that the new bonds would be discounted 
to appeal to “high-yield” investors. Such risktakers currently buy the 
bonds of companies with ratings below investment grade (i.c., rated 
Bal/BB + or lower by Moody's Investors Service and Standard & 
Poor's respectively). Securitization of debt has not yet occurred be- 
cause several necessary conditions do not yet exist. For securitization 
to occur: 


* The holders of sovereign debt (the banks) must be 
willing to accept discounts on the debt great enough to 
attract high yield, non-bank investors. Such yields in 
current markets would probably be well above 18 
percent. 


* The Third World debtors would have to approve the 
securitization of their debt and almost certainly would 
have to share in the discount. This in turn would mean 
the original holders (the oanks) would have to extend 
two discounts: one to the investor and one to the 
debtor country. This double discount would mean that 
the banks would have to sell Mexican debt at less than 
its January 1988 secondary market price of around 50 
cents on the dollar. 


* Investors, such as high-yield bond funds, would have 
to be convinced that even yields of 18 percent reflected 
an adequate return for the risk of buying developing- 
country obligations. At present, there is little indication 
that they would be attracted to such investments. To 
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convince investors, there would have to be more 
evidence than now exists that debtor countries are able 
and willing to service the new securities on a continuing 
basis without further rescheduling or demands for new 
money. 

* In order to make the debt saleable to non-bank 
investors, it is likely that the World Bank, IMF, or 
some other supranational entity would continuously 
monitor economic policy and that a new international 
entity might act as partial guarantor of a portion of this 
debt. It is already established that the World Bank 
cannot issue juan or bond guarantees on a large scale 
because such assurances would threaten the institution's 
OwN position in international capital markets. 


The bond swap proposal announced in December 1987 by the 
Mexican government and J.P. Morgan is the closest thing to securitiz- 
ation of developing-country debt yet seen. As mentioned earlier, it 
proposed the issuance of up to $10 billion face value of bonds, the 
principal of which is backed by a U.S. Treasury Department zero 
coupon bond and the interest on which remains Mexican sovereign 
risk. 

Initial calculation of the likely levels at which the banks and Mexico 
would agree to exchange existing debt for bonds (between 60 and 80 
cents on the dollar) and the type of further discounts that would then 
be needed to sell the new securities to other investors, suggested that 
a bank looking for a complete exit from its Mexican assets would 
prefer to sell its portfolio directly on the secondary loan market rather 
than exchange it for the new bond and attempt to sell that.* 

The attractiveness of the new bond rested not so much upon a 
calculation of probable price levels (which made it marginally attrac- 
tive, at best) but upon certain assumptions about other benefits. The 
bond was implicitly more attractive than bank debt since holders of 
the bond would not be asked for new money in future reschedulings. 
In general, one might assume that the exit bonds were more likely to 





“Kenneth L. Telljohann and Richard H. Buckholz, The Mexican Bond 
Exchange Offer: An Analytical Framework (Salomon Brothers, Inc.., 
January 1988). 





198 “THE MEXICAN CRISIS” 


ernment has vested a great deal of its credibility in international 
markets in this proposal. In addition, the fact that the principal on the 
bond is backed by a zero coupon U.S. Treasury bond (whose initial 
market value is, of course, only 18 cents on the dollar) may provide 
banks with some advantages in their accounting for these assets on 
their balance sheets. Finally, certain tax advantages may accrue to 
some banks in swapping debt for bonds. 

In any event, U.S. money center banks only tendered a small 
amount of debt for bonds—perhaps just to maintain a presence in the 
new proposal. Their view was that the debt they hold is still worth 
more to them than it would be following the discount they would be 
asked to take in the Mexican scheme. The proposal retired only $3.7 
billion of Mexico’s debt and took place at an average discount of 
around 30 percent (instead of the 40 percent Mexico had expected). 
Overall yearly debt service savings to Mexico are estimated at $21 
million. As noted earlier, Japanese banks participated relatively 
strongly because of tax advantages provided by their own govern- 
ment. 

For ail its technical and market pricing difficulties, the debt-for- 
bond swap should be seen as a significant step toward managing the 
developing-country debt crisis. Its existence is also a sign that the 
attitudes of banks have changed significantly since 1982. After all, the 
proposai sprang from a major money center bank sitting on the 
Mexican debt rescheduling steering committee. Morgan itself appar- 
ently offered $400 million of its debt at a discount of 34 percent. 
Citicorp reportedly did not bid at all. Many banks ure now willing to 
accept, at least implicitly, the principle that developing-country assets 
can be discounted. 

The U.S. government, while firmly denying any direct involve- 
ment in guaranteeing the success of the venture, clearly supported it 
since it was willing to issue a special zero coupon Treasury bond. It is 
also known that, earlier, the Treasury Department had privately 
rejected similar proposals by different banks for different countries. 
Treasury's action suggests that Mexico is a particularly appropriate 
debtor country because of its consistently constructive approach to 
negotiations, its currently high reserve level, and its willingness to 
adhere to an IMF-sponsored economic program—not to mention its 
importance to the United States. And J.P. Morgan is an especially 
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appropriate bank holding company (in view of its high credit standing 
end professional reputation) to initiate a further step in developing- 
country debt management. 

Partly because the new bond proposal was viewed as a step forward 
by most parties, there is some risk associated with allowing it or 
causing it to fail. The fairly small response does raise some questions 
about Mexico's next move. Behind the bond initiative is the strong 
implication that if some debt cannot be discounted voluntarily 
through a market mechanism, then a more explicit and political 
discount may be the next step. As noted earlier, a significant change 
in the debt climate in the past year or two is the overwhelming 
political and economic pressure within Latin American countries for 
relief of some kind. This demand for debt relief will be met one way or 
another. 


Conclusion 


Progress to date in dealing with developing-country debt has allevi- 
ated the fear that the debt situation might become a “system 
breaker." Tough negotiations lie ahead; large amounts of money, in 
addition to political capital, will be saved, gained, or lost; but the 
current situation between the banks and Mexico no longer deserves 
the label “crisis” from the bankers’ point of view. From the perspec- 
tive of debtor-nation policymakers and many ordinary citizens of 
these countries, “crisis remains an appropriate label. 

Yet we should not overemphasize the degree of change. While 
“muddling through,” as a standard framework for negotiation may be 
exhausted, there may still be a number of reschedulings involving 
some new moncy (used to make interest payments) and the multiyear 
rescheduling of principal. These transactions will involve fewer banks 
and will be accompanied by exit bonds, debt-for-equity swaps, and 
other kinds of innovations. Because of the sheer size of the Mexican 
(and other Third World) external debt to banks, and because the 
larger banks will continue to insist that they are owed the full amount 
for debt they continue to hold (though they are willing to reschedule 
principal and negotiate over interest spreads), a good portion of 
Mexican debt is likely to remain in the hands of money center banks a 
decade from now. 


IW 
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In the years ahead Mexico may embark upon a varicty of initiatives 
to reduce the burden of its external debt to commercial banks; 
however, these are likely to be negotiated, not unilateral, efforts. The 
risks of confrontation are still high, and the rewards are not commen- 
surate with the dangers. While the lessons from Brazil's nearly one- 
year interest payment moratorium may not yet be fully compre- 
hended, preliminary evidence suggests that Brazil gained little either 
in its Negotiating position or, even more important, in terms of 
economic growth, the external financial situation, or structural im- 
provements. The lesson is not necessarily that no moratorium can 
work, but simply that a moratorium launched by an isolated, though 
large, debtor from a position of economic and political weakness, is 
probably doomed. 

A key question for both Mexico and the large banks which will 
continue to hold its debt remains: Who will fund the difference 
between what a third world state can reasonably pay and what the 
banks can reasonably afford to lose? Just as important is the related 
issue of how that question will be settled. Will it be resolved mainly 
through confrontation and coercion or chiefly through negotiation 
and market-sensitive voluntary mechanisms? Events in 1986 and 1987 
have demonstrated how the gap can be narrowed but not yet how it 
can be closed. 

It may seem unrealistic in 1988, a year of national elections and an 
imposing U.S. budget deficit, to say that governments (i.c., U.S. 
taxpayers) will be asked to foot some of the bill, but I believe that is 
the case. How large this bill will be and whether it can be met by 
guarantees rather than cash outlays will depend on the vigor and 
consistency of Mexico's economic development over the next decade. 

Six months into 1988 Mexico finds itself in a reasonably favorable 
negotiating position for the next round of moves and counter-moves 
with the international financial community. In addition to other 
factors mentioned in this chapter, Mexico's relatively favorable pos- 
ture derives from its enhanced reputation among the banks for coher- 
ent and prudent debt management. The same individual has acted as 
Mexico's debt negotiator with the banks since 1982. Such is not the 
case in any other major debtor country. While some have criticized 
the administration of Miguel de la Madrid Hurtado for inadequate 
economic policies, the president has pursued the most consistent and 
moderate policies in at least the past two decades. 
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If Mexico ts eventually to escape the constraints of its external debt, 
the country must convince outsiders and its own citizens (many of 
whom undoubtedly hold large amounts of capital outside the coun- 
try) that m welcomes investment. This mmplics not only political 
stability but also policy continuity. That ts what President de la 
Madrid and former Secretary of Planning and Budget Carlos Salinas 
de Gortan, who ts now president-clect, have stressed. What is signifi- 
cant about the end of this sexenio, at least as of the spring of 1988, is 
not that there were some policy errors and a run on the peso, but that 
the government has reacted to negative events without populist 
drama or demagogix solutions. If this consistency can be continued 
and strengthened during the next sexenio, then—both internally and 
externally—the goals of Mexico's leadership will be easier to achieve 
Policies which imbue confidence im external creditors will enhance 
prospects for domestic economic development. This does not pre- 
clude tough bargaining; but the demagogx advantages that might 
once have been gained from creditor perceptions of Mexico's un- 
predictability are now far outweighed by the risks to Mexico itself 
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Demography, Development, 
and Migration 


David Simcox 





In the last half century the population of the United States’ southern 
neighbor has exploded. But this explosion has happened so quietly 
that few observers north of the Rio Grande seem to have noticed it. In 
just over fifty years, Mexico’s population has increased from 16.5 
million in 1930 to 85 million in 1987. (See Figure 1.) 

Mexico’s traditional peasant society has always had a high birth 
rate and, until the twentieth century, a high death rate. In the revolu- 
tionary decades of the 1910s and 1920s, Mexico’s population—then 
about 15 million—grew hardly at all. Half a million to three quarters 
of a million Mexicans are estimated to have emigrated to the United 
States in the 1910-1920 revolutionary decade. The primitive condi- 
tions of a predominantly rural population ensured a sky-high infant 
mortality rate before and during the revolution. But these conditions 
began to change in the 1930s. 

In 1930 Mexico’s fertility rate indicated seven children for each 
woman in her childbearing years. Before the health and education 
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FIGURE 2 
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improvements that followed the revolution, a Mexican mother giving 
birth to six children—and many of them did—could easily expect to 
lose two of them before adulthood. By 1960 the chances were far 
better than even that a mother of six would see all her children survive 
to become adults. Infant mortality had rapidly lost its role as governor 
of Mexico’s population growth. The combination of a “death dearth” 
after World War II and continued high fertility sent population 
growth soaring. (See Figure 2.) 

As Mexico’s population has grown at rates of more than 3 percent a 
year in the 1950s, 1960s and 1970s, and more than 2 percent a year 
since 1980, it has gotten steadily younger. Now two-thirds of all 
Mexicans are below the age of 25. It is the age group between 16 and 
25 that is the most restless, mobile, and prone to migrate—legally or 
illegally. This bulge of youth builds in further enormous momentum 
for future population growth, as today’s multitude of young people 
become tomorrow’s parents. 


Coming to Terms with Growth 


The Mexican government itself was slow coming to terms with the 
significance of this rapid growth. Until the 1970s it followed an openly 
pro-natalist policy. Historically, Mexican leaders saw the nation as 
empty lands to be filled. An underpopulated Mexico was a vacuum 
inviting further North American intrusions. In their observances and 
publications in 1986 marking the 150th anniversary of Texas's inde- 
pendence, Mexican scholars took note of the nation’s failure to popu- 
late the Texas territory as a key factor in losing the Lone Star State. 

As recently as 1970, Luis Echeverria Alvarez campaigned for the 
presidency opposing family planning. He borrowed from Argentine 
history the aphorism “Gobernar es Poblar.” But by 1972 the Echever- 
ria administration, pressed by advisors alarmed by the nation’s rapid 
growth, had done an about face and switched to open support of 
extensive government-assisted family planning. Access to family 
planning was enshrined as a basic right in a 1974 constitutional 
amendment. 

Since then Mexican fertility rates have fallen by almost half, but 
they are still more than twice those of the United States, now below 
replacement at 1.8 percent. Mexico's goal is to reach replacement 
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fertility by the year 2000. At that time it would have a population of 
100 to 110 million. But even then, with its youthful population, 
Mexico will continue to grow rapidly, reaching 145-150 million in the 
year 2025. 

Much has been written about the serious stresses this rapid expan- 
sion brings Mexico. It feeds rapid urban growth and strains urban 
services. Mexico City with 18 million is now the world’s largest urban 
agglomeration, up from about 1.5 million in 1930. Unchecked, the 
city’s population could reach 30 million by 2000. Rapid growth con- 
tributes to high dependency levels and requires heavy outlays for 
public investments such as education. It feeds high crime rates and 
political extremism. The student movements of the 1960s that culmi- 
nated in the Tlatelolco massacre of 1968 were an early expression of 
the growing youth bulge. Youthful impatience is another strain on the 
brittle structures of the ruling Institutional Revolutionary Party 
(PRI). The proliferation of young Mexicans virtually guarantees high 
unemployment and its companions, social and political despair, apa- 
thy, crime, and illegal migration. 


Immigration: Legal and Illegal 


Migration of sizable numbers of Mexicans to the United States has 
been going on for more than a century—-since the North American 
and Mexican railroad systems first linked up at the border in the 
1880s. The North American southwest was booming and labor-hun- 
gry and the Mexicans satisfied an unmet need. In another of history's 
ironies, some Mexican leaders of the period opposed the rail link with 
the United States, fearing it would become a conduit for more Yankee 
political and economic penctration. President Sebastian Lerdo de 
Tejada is remembered for his warning: “Between strength and weak- 
ness—a desert.” But the feared railroads became steel arteries for the 
outflow of Mexicans rather than the intrusions of North Americans. 

The labor demands of both World War I and the Roaring Twenties 
in the United States gave momentum to the Mexican outflow. World 
War II brought new demands for Mexican labor that persisted into the 
1960s. 

Almost mirroring Mexico's population growth, the numbers of 
legal and illegal migrants have been rising since World War II and at a 
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meteoric rate since 1965. (See Figure 3.) Between 1942 and 1964 up to 
a half million Mexicans a year worked temporarily in the United 
States under a migrant labor or “Bracero Agreement.” That twenty- 
two-year agreement brought migration to the forefront as a salient 
issue in U.S. diplomatic relations with Mexico—and it remains so to 
this day. 

The basic goals of Mexico's foreign policy with regard to migration 
have been consistent through most of this century: to keep access to 
the U.S. labor market, and to obtain the best possible wages and 
working conditions and the most humane treatment for its citizens in 
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the United States. For Mexico the idea was the protection afforded by 
a contract for each migrant worker abroad that would spell out the 
terms and conditions of his employment and repatriation. The re- 
quirement of a contract for migrating workers appears in Article 123 
of Mexico's Constitution. During the period of the Bracero Agree- 
ment (1942 to 1964), Mexico had more leverage in the bilateral 
migration relationship than it has had before or since, and this lev- 
erage included being able to insist that contracts were provided for 
workers. 

The objectives of Washington on the migration issue have been less 
consistent—at times even contradictory. A compelling interest has 
been to satisfy the needs of important interest groups, such as western 
growers, for low-cost flexible workers. But for the United States this 
goal has at times been in competition with other goals of effective 
immigration management, such as protecting the welfare and labor 
standards of domestic workers and North American minorities, or 
preserving the integrity of the border. National security and the 
advantage of cheap and abundant Mexican labor made common 
cause after World War I. The stability of post-revolutionary Mexico 
gained importance and the easy access of Mexicans to the U.S. labor 
market came to be justified in national security terms as a safety valve 
to relieve potentially destabilizing pressures. 

The Bracero Agreement ended at the insistence of the United 
States in 1964, but migrant workers from Mexico kept coming in even 
larger numbers. The Bracero Agreement simply went underground. 
To 1965 the Mexican government pertodically attempted to discour- 
age illegal migration to the United States, since illegal migrants 
undercut Mexico's bargaining power on the rights of contract 
workers. In the 1950s Mexico even urged the United States to adopt 
employer sanctions, and in 1952 Mexico made its last attempt to use 
police power to keep its workers at home until favorable terms could 
be negotiated for their employment. 

Since 1965, however, Mexico has adopted a more acquiescent 
attitude, arguing that it is prohibited by its constitution from denying 
its citizens the right to leave the country. Since 1965 Mexican officials 
have stressed that migration is a bilateral phenomenon and must be 
regulated accordingly. President Echeverria pressed unsuccessfully 
for a bilateral arrangement in 1972 and 1973. Since then Mexican 
leaders from time to time have declared their openness to new bilat- 
eral arrangements, but have left the initiative to Uncle Sam. 
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At the same time during the past two decades the Mexicans have 
pushed to the forefront the human nghts dimension of migration. 
Through diplomatic channels, and through high level contacts with 
North American leaders, the Mexicans have regularly pressed the 
position that the human and labor nghts of their citizens in the United 
States must be respected whatever their immigration status. 


Factors That Account for Illegal Immigration 


A number of factors have combined in the United States and in 
Mexico to stimulate the surge of illegal immigration since 1965. The 
first was demographic: a large number of Mexicans born in the late 
1940s and early 1950s survived to attain working age in the mid-1960s, 
making Mexico's labor force grow at the astounding rate of more than 
4 percent annually. 

Mexico's populous rural sector began stagnating economically in 
the 1960s. Lack of investment and the scarcity of land drove people 
into Mexican cities or into the migration stream. Mexico's high post- 
war economic boom began to lose steam in the 1970s. And that 
growth which occurred was increasingly capital intensive, producing 
fewer jobs than needed to absorb the 700,000 to 800,000 new workers 
then entering the labor force each year. The spread of primary educa- 
tion and mass media raised the expectations of young workers and 
sharpened their awareness of the United States as an option. 

Trends imternal to the United States—the so-called pull factors— 
also bege” ‘> craw larger numbers of migrants in the 1960s. Between 
1965 amd i974 the United States had a sustained period of low 
unemployment; in some sectors labor shortages appeared. There was 
a remarkably accommodating attitude in the United States toward 
undocumented workers. The “Texas Proviso” of the 1952 Immigra- 
tion Act, passed at the behest of southwest farm interests, made it 
legal for employers to hire illegal aliens. Immigration enforcement 
had few friends in Congress and the never robust capabilities of the 
Immigration and Naturalization Service (INS) withered. President 
Lyndon B. Johnson's highly publicized “war on poverty” launched in 
1965 opened up attractive social services and opportunities to legal 
and illegal aliens alike. Growing ethnic networks and communities in 
the United States both attracted fellow ethnics from abroad and 
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helped them to find homes and jobs once they arrived. By 1977 the 
number of illegal aliens from Mexico apprehended by the INS broke 
the one million figure for the first time since the mass round-ups of 
“Operation Wetback” in 1954. (See Figure 3.) 

An indication of the long-term persistence of the migratory influx 
is that in the 1978-1981 period Mexico was in an mtense oil boom and 
registered the highest cconomuc growth rates in its history. While the 
government claimed to have created cnough jobs for nearly all new 
entrants into the labor force, the number of illegal aliens appre- 
hended remained high. The apprehension rate began to climb sharply 
again in 1982 when Mexico's economy staggered under the weight of 
debt and falling oil prices. Near 10 percent unemployment in the 
United States in 1982 and 1983 apparently did little to slow the rising 
flow across the border. 


The Job Deficit in Mexico 


Not surprisingly, Mexico's depression has boosted unlawful border 
crossings further while enhancing the salience of migration as an tssuc 
between the two countnes. Mexico has had no net economic growth 
since 1982. New jobs created during the slump are estimated at zero 
At the same time demographic trends have confronted Mexican 
leaders with a grave employment challenge. The growth of Mexico's 
labor force ts now cresting. During the next fifteen years the number 
of prospective workers will increase by one million annually. (Sec 
Table 1.) 

Six years of economic stagnation have left Mexico with open unem- 
ployment somewhere between 15 and 20 percent of the workforce, 
according to estimates of the trade union movement and employer 
federations, and 8 to 9 percent, by government reckoning. But under- 
employment has posed a chronic problem even during boom times 
The underemployed, those in irregular part-time , seasonal, and very 
low productivity jobs, now comprise 25 to 40 percent of the labor 
force. Given these estimates of employment and underemployment, 
only 45 to 5S percent of Mexico's 26 million would-be workers are 
fully employed 

Mexico's job deficit has been developing for decades. Some of its 
Causes persist; some other causes are now yielding, however gradu- 
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TABLE 1 
Labor Force Growth in Mexico, 1960—2020 
Labor Growth New entrants 

Year force total rate yearly 

1960 11,056,000 2.74 940,000 
1970 14,489,000 4.38 775,000 
1980 22,248,000 3.23 820,000 
1990 30 ,487 ,000 3.17 1,000,000 
2000 40,442,000 2.87 1,050,000 
2010 51,014,000 2.35 935,000 
2020 60,358,000 1.70 700 ,000 


Source: International Labor Organization. 





ally, to economic or social changes. The stagnation in small farming 
that uprooted large numbers of unskilled workers, has just about run 
its course. With 70 percent of its population in towns and cities, 
Mexico is now a largely urban nation. But creation of urban jobs 
requires more capital investment than rural jobs—and jobs in con- 
gested and costly Mexico City, where a third of the new employment 
opportunities must be found, require the highest capital investment 
of all. 

The meteoric growth of the labor force since the 1960s will not 
taper off until the next century. Few of the most developed nations 
can consistently create jobs at the rate of 3 to 4 percent a year. The 
United States is the envy of western industrial democracies because of 
its average annual job increase of about 2 percent since 1960. While 
Mexico boasts many willing men and women, the educational system 
has failed to produce enough skilled workers. Massive surpluses of 
unskilled labor contrast with shortages of skilled labor—a bottleneck 
to Mexico’s development. The current debt burden makes it hard for 
the nation to invest heavily in education and health to improve the 
quality of the labor force. 

Mexico’s development since the 1950s has been capital intensive 
rather than labor intensive for several reasons, some of which the 
government of Miguel de la Madrid Hurtado has been trying to 
change. Mexico has protected its inefficient industries and followed 
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an “import substitution” approach to development, rather than gear- 
ing its economy to the international economy or favoring foreign 
investment. Until 1982 the over-valuation of the peso encouraged 
imports of capital machinery and technology rather than the use of 
more abundant domestic resources, such as labor. The relatively high 
cost of labor in Mexico’s urban industrial sector, where trade union- 
ism is strong and social benefits well advanced, has encouraged this 
tendency. Mexican leaders have occasionally given in to “monumen- 
talism,”’ at times investing in large, showy projects from steel mills to 
auto plants to subways for prestige as much as for economic viability. 
Finally, Mexico’s highly centralized government and intrusive bu- 
reaucracy offer an uncongenial climate for small business, which 
creates most of the new jobs in the United States and other market 
economies. 

So Mexico—and its northern neighbor—face a troubling prospect 
over the next twenty years. Mexico, with an economy one-twentieth 
the size of that of the United States, must create 900,000 jobs a year in 
the 1980s and a million jobs a year in the 1990s just to hold unemploy- 
ment and underemployment at their current high levels. If Mexico is 
to meet the needs of new workers and soak up the existing unemploy- 
ment and underemployment by the year 2000, it must create or 
upgrade 1.5 million jobs a year. 

Some economists estimate that if Mexico can resume a growth rate 
approaching 6 percent a year it can provide enough jobs for the new 
workers. But a review of Mexico’s job creation in the 1970s suggests 
that, unless the mix of capital-labor is changed more toward labor in 
investment decisions, growth rates of 8 percent or more would be 
needed for full labor absorption. In any event Mexico will be hard- 
pressed to reach 6 percent growth in the near future because of the 
continuing drag of debt service, capital flight, and low cominodity 
prices. 

Mexico’s current turn toward more labor-intensive development 
holds out hope for jobs but adds to the migration dilemma. Labor- 
intensity implies a lower return to workers. Mexico’s competitiveness 
as an exporter depends in great part on restraint of labor costs. Under 
these conditions, the gap prospective migrants will see between their 
wages in Mexico and their potential earnings in the United States will 
widen further. Economic advantage will remain a powerful consid- 
eration in individual migration decisions. 
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The New U.S. Immigration Law 


It is still early to assess the effect of the 1986 U.S. immigration reform 
law either on the flow of migrants or on Mexico’s political and eco- 
nomic stability. Mexican officials were clearly surprised when the law 
passed, and their reactions to it have been inconsistent, with warnings 
that it would unleash mass expulsions or would not work to end illegal 
migration. Nevertheless, President de la Madrid acknowledged pub- 
licly that ultimately the statute would reduce the number of Mexicans 
able to go to the United States. The Mexican government formed a 
special inter-agency commission to aid and employ the expected 
reflux of Mexican workers. 

On the first anniversary of the law, the preliminary statistics, such 
as total border apprehensions, apprehensions per border patrol offi- 
cer-shift, and seizures of smugglers’ vehicles, showed that illegal 
border crossings had decreased some 30 percent. The trans-border 
flow fell even more sharply in September and October 1987, when the 
INS actually began fining employers around the country for viola- 
tions. Past performance in immigration enforcement gives little 
grounds for belief that the North American public or Congress can 
sustain the political will to enforce employer sanctions effectively over 
the long haul. 

Does the law risk closing the safety valve and sparking a political 
upheaval in Mexico? Worth noting is that the measure embraces 
several provisions to cushion the shock for Mexico. It includes (1) 
special provisions for the easy admission of agricultural workers, (2) a 
new agricultural guest worker program, (3) a generous legalization 
arrangement for Mexicans continually residing in the country since 
1982, and (4) a grandfather clause protecting those in jobs before 
November 6, 1987. At the end of the amnesty period, in early May 
1988, more than 76 percent of the 2,146,700 aliens filing for legaliza- 
tion were Mexicans—a total of 1.64 million. Up to 300,000 more could 
come yearly between 1990 and 1994 under the law’s replenishment 
agricultural workers provision. But even so, ultimately Mexico must 
face the prospect that fewer of its workers will go northward. 

The United States entered into the migration relationship when 
Mexico was a sparsely populated agrarian nation of 10 million with 
most of its population settled far from U.S. borders. In the ensuing 
century Mexico has become an urban, industrial nation that will 
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surpass 100 million people by the end of the century, and with 6 
million of its people now living within 10 miles of the North American 
border. Mexico’s capacity to send large numbers of migrants or refu- 
gees across its northern frontier has grown exponentially. This is a fact 
often ignored in our immigration policymaking and one that must be 
taken into account in our contingency planning for instability in 
Mexico and possible mass asylum situations. Mexico’s social and 
economic problems have grown so much in scale and complexity that 
they have diminished the relative importance of the presumed North 
American safety valve. 

More than ever the solution to Mexico’s demographic and employ- 
ment problems must be looked for not north of the border, but within 
Mexican society and in Mexico’s relationship with the world economy. 
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Narcotics: 
The Most Divisive Bilateral Issue 


Michael M. Stuart 





Relations with Mexico are perhaps the most diverse and complex that 
the United States has with any country. In most areas, dealings are 
carried out in a straightforward manner, and problems are resolved 
amicably with little fanfare. But in recent years, the narcotics issue 
has emerged as a constant source of friction. It became an overriding 
bilateral concern in the early 1980s as the spread of drug use in the 
United States made the subject a priority topic on the domestic 
political agenda. But what focused media and U.S. political attention 
on Mexico was the February 1985 kidnapping and murder by nar- 
cotics traffickers of U.S. Drug Enforcement Administration (DEA) 
Agent Enrique Camarena. The overall relationship was seriously 
strained by alleged complicity of Mexican police officials in the mur- 
der and by the assistance they provided to allow prime suspects in the 
case to avoid apprehension. 

After the Camarena murder, emotions ran high in both countries. 
While officials in Washington and in Mexico City worked to minimize 
the damage to overall relations, events occurred repeatedly to under- 
mine these efforts: it seemed as if the narcotics issue was designed to 
unravel a sound relationship. The reverberations of the Camarena 
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tragedy were still being felt more than a year after the event when the 
Senate Foreign Relations Committee held an extensive round of 
hearings on Mexico. 

Witnesses at these hearings alleged widespread narcotics-related 
corruption among Mexican public officials. In Mexico these accusa- 
tions were portrayed as a national affront, and relations with the 
United States plummeted. Concerned by the overall deterioration in 
relations, Mexican President Miguel de la Madrid Hurtado was in- 
vited to Washington in August 1986 for a fence-mending visit. The 
visit was a success, but its results were immediately reversed by a new 
incident in Mexico involving a DEA agent. As the visit of President 
de la Madrid was still underway in Washington, Mexican police 
officials in Guadalajara—the city in which Enrique Camarena had 
been kidnapped—arrested and tortured a second DEA Agent, 
Victor Cortez, Jr. 

The Cortez incident resurrected the mutual recrimination that 
followed Camarena’s murder. In Mexico, politicians seized upon 
some admittedly compromising circumstances surrounding Cortez’s 
arrest to demand the DEA’s ouster from Mexico. They charged that 
the DEA had violated the understandings governing the presence of 
its agents in Mexico. In the United States, the fact that Cortez was 
tortured by police officials reinforced the perception that Mexican law 
enforcement officials were largely compromised by the traffickers. 
There was a strongly negative reaction in Congress, which, from that 
time onward, has made progress towards obtaining convictions of 
those responsible for Camarena’s murder and Cortez’s torture a 
benchmark for measuring Mexican cooperation on narcotics matters. 
Congress also scaled back U.S. financial assistance to Mexico's aerial 
eradication program by $1 million, pending developments on the 
prosecution of both cases, and required that the secretary of state 
report to Congress frequently on the status of these prosecutions. 

The irony of these incidents is that both governments acted in ways 
that detracted from their common commitment to reduce the flow of 
narcotics. Mexican cooperation tapered off after each incident, as if 
Mexico wanted to send a signal of its resentment over what it saw as 
the defaming of the nation’s international reputation. Moreover, the 
U.S. Congress, by withholding funds for aerial eradication, made that 
program less effective. 





Drugs Entering the U.S. from Mexico: 
An Enormous Problem 


If the United States is to tackle the narcotics problem in a meaningful 
way, it must reduce the availability of drugs, as well as lower the level 
of demand for drugs. Mexico is the most critical player in reducing 
drug availability because it is the largest single exporter of marijuana, 
heroin, and illegal amphetamines to the U.S. market. Mexico's mar- 
ket share of opium derivatives (heroin, morphine, black tar) and 
marijuana within the United States is shown in Table 1. 

The National Narcotics Intelligence Consumers Committee 
(NNICC) estimates that in 1986 Mexico provided the United States 
with 3,000 to 4,000 metric tons of marijuana and 2.8 metric tons of 
heroin. An especially disturbing development was that much of the 
heroin entering from Mexico was in a new and especially potent form, 
known as “black tar.” The low price and high potency of black tar has 
lead to a sharp increase in heroin overdoses in the United States. 
Black tar’s introduction signaled an important change in heroin pro- 
duction and trafficking. This new product is not manufactured by the 
major trafficking organizations, but by small producers. Moreover, 
because it is smuggled into the United States by migrant workers and 
illegal aliens, efforts to cut it off are greatly complicated. 

Aside from producing narcotics, Mexico is also a transshipment 
route to the United States for drugs produced elsewhere. The DEA 
estimates that up to one third of all cocaine reaching the United States 
now comes by way of Mexico. The success of law enforcement efforts 
to interdict air and sea shipments of South American cocaine to the 
southeastern states caused traffickers to open new routes through 
Mexico. 

In the early 1980s a consensus developed both in the U.S. Congress 
and the executive branch that Mexico had to act more aggressively to 
stem the flow of narcotics. To a degree, Mexico was a victim of its own 
past success. In 1975 the government of Mexico, in cooperation with 
the United States, undertook a program for the eradication of mari- 
juana and the opium poppy by spraying herbicides on these plants 
from aircraft. The success of these efforts is indicated by U.S. govern- 
ment estimates which show that Mexican heroin shipments to the 
United States dropped from 6.5 tons in 1975 to about 3 tons in 1977. 
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Such results earned for Mexico a worldwide reputation for excellence 
in suppressing the production of illicit narcotics. 


During the 1980s, however, it became evident that Mexico's erad- 
ication program, to which the United States was still providing signifi- 
cant financial support, was being outpaced by rates of cultivation. 
Political pressure mounted in the United States to reverse these 
trends and restore the effectiveness of the Mexican eradication pro- 
gram. It appeared that a number of factors were responsible for the 
deterioration of the Mexican program. These are discussed below. 


1. Climatic Conditions. In the mid-1980s, improved rain patterns 
produced bumper harvests for all crops including marijuana and 


opium poppies. 


2. Distracted Governments. The success of the Mexican eradica- 
tion programs of the late seventies led to complacency on the part of 
both Mexico City and Washington. U.S. narcotics concerns shifted 
elsewhere, principally to checking cocaine trafficking from South 
America. The Mexican government was largely absorbed in the 
change of national administrations, which occurred in 1982, and with 
the deepening economic crisis which manifested itself that year. 
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3. Increased Sophistication of Traffickers. The earlier success of 
the Mexican government's aerial eradication prompted traffickers to 
alter cultivation methods to reduce the vulnerability of their crops to 
detection and extinction. Fields became fragmented and dispersed. 
Planting often occurred in extremely small plots in rugged areas not 
easily sprayed from aircraft. Production expanded into areas not 
traditionally used for the cultivation of marijuana and opium poppy. 
Now marijuana is produced in virtually all areas of Mexico. Traf- 
fickers also took more steps to camouflage their fields and to attack 
aircraft On spray missions. 

The result of these measures was to reduce considerably the effi- 
ciency of the aerial eradication air fleet. The dispersion of the fields 
meant that many more hours of flying were required to eradicate the 
quantities of illegal crops previously grown in one field. The protec- 
tion of fields by either armed guards or steel cable snares meant that 
some spray aircraft had to be diverted from spray operations to 
provide reconnaissance and air cover. Also more sophisticated grow- 
ing and irrigation techniques resulted in increased crop yields. 

4. The Economic Crisis. Since 1982 Mexico has been mired in a 
deep economic depression. The real income of the average Mexican 
has declined by more than 30 percent since 1982, and Mexico's 
employment situation is bleak. Under these circumstances new fund- 
ing for anti-narcotics activities had to be taken from other programs 
which themselves had aiready been reduced to conform with govern- 
ment austerity measures. 


5. Corruption and Management Problems. Corruption has been a 
part of the narcotics problems worldwide, and Mexico is no excep- 
tion. The already-mentioned economic crisis, combined with the 
wealth of domestic traffickers, provided the context in which many 
law enforcement officials were corrupted. This situation was exacer- 
bated further by the entry into Mexico of Colombian trafficking 
networks. The influx of the Colombians increased the money avail- 
able for bribery and the range of activities to which officials would be 
asked to close their eyes. In many cases Mexican officials resisted the 
blandishments of traffickers. In such instances, traffickers often re- 
sponded by threatening the lives of the official or his family. The offer 
often made to a Mexican official was to accept a satchel of cash today 
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or receive the same satchel tomorrow containing the head of a loved 
one. 


In the minds of many U.S. critics, corruption and managerial 
problems in Mexico's narcotics interdiction and eradication efforts 
are closely interrelated. While these critics have confidence in the de 
la Madrid administration's commitment to reducing drug flows, at the 
same time they believe that performance deficiencies in the eradica- 
tion program are rooted in the corruption or intimidation of lower- 
level officials charged with carrying out these programs. Among the 
most frequently alleged types of corruption are the following: (1) 
Traffickers are warned in advance that their crops will be eradicated 
or facilities raided; (2) officials are unwilling to move quickly against 
some plots of opium or marijuana once they have been identified; (3) 
law enforcement officers escort shipments of drugs northward toward 
the United States; (4) pilots of eradication aircraft refuse to spray 
certain fields or spray them with water instead of herbicide; (5) local 
police ignore trafficking activities within their jurisdictions; and (6) 
police officials and government agents provide protection to 
traffickers. 


The Mexican Perspective 


The drug issue is a particularly vexing political matter for Mexican 
leaders, who put out two sets of contradictory signals. One set is 
aimed at the domestic audience; the other mainly at the United 
States. Mexico wants to be seen in Washington as a cooperative ally 
on the narcotics question. Yet, at home it must avoid any appearance 
of succumbing to U.S. pressure or being goaded into spending ever 
scarcer resources to combat a “U.S. problem.” From the Mexican 
perspective the demand for drugs, not the existence of available 
supplies, is the crux of the drug problem. Mexican officials explain 
that if the North American appetite for drugs were reduced, then 
their country would cease being a victim of the narcotics trade. 
Defensiveness and indignation color the Mexican attitude. Mexicans 
feel that their reputation is being defamed internationally for a prob- 
lem not of their making. As is shown below, for each of the major 
categories of drugs, the government of Mexico explains that foreign, 
not Mexican, actors have victimized their nation. 





Narcotics 


* Mexico acknowledges that some indigenous groups use 
psychotropic drugs such as hallucinogenic mushrooms 
and peyote. The government emphasizes that, 
traditionally, the consumption of these substances has 
not extended beyond these indigenous groups. 


¢ The Mexican government notes that the coca plant 
does not grow in Mexico, and Mexican domestic use of 
cocaine is insignificant. Yet Mexico is victimized by 
international trafficking networks that use the country 
as a conduit to move South American supplies to the 
U.S. market. 


* The government notes that heroin production was 
started at the request of the United States during World 
War II. The opium poppy was needed to produce 
morphine to treat wounded soldiers. 


¢ As for marijuana, the Mexican position is that it has 
an extremely limited domestic market. The fact that 
this market exists at all, it ts argued, may be blamed on 


the introduction of cultural styles from abroad. Mexican 
officials are quick to point out that cannabis is one of 
the most profitable and widespread crops in the United 
States. 


Until recently, these arguments played well to the domestic audi- 
ence. But abroad, and especially in Washington, this defensive pos- 
ture has been interpreted as a rationalization for not confronting 
forcefully the narcotics issue. Within Mexico attitudes toward the 
drug problem are, however, evolving. The corrupting influence of the 
traffickers is now a domestic political issue , and it is no longer taboo to 
speculate that Mexico could go the way of Colombia where the 
Medellin cartel is actively involved in politics. During the February 
1988 meeting between the chief executives of the United States and 
Mexico, President de la Madrid went so far as to declare that the 
problem of narcotics threatens national security. This declaration, if 
followed by tough actions—actions that would be appropriate to 
counter a threat to the national security—could go far toward mollify- 
ing North American critics. 

Another facet of the Mexican perspective is resentment about the 
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failure of the United States to recognize the human and financial 
price that Mexico is paying to combat the narcotics trade. Mexican 
officials claim that, in proportional terms, their country devotes more 
resources to this proviem than any other nation in the world. (See 
Table 2.) It ts undeniable that Mexico is paying a high price, especially 
in light of the country’s current economic situation. A significant 
percentage of the Mexican armed forces and police officials work full 
time on this problem. Approximately one-fourth of its army is de- 
ployed on a routine basis to manually eradicate cannabis and oprum 
plants. In addition, 60 percent of the budget of the Mexican Attorney 
General's Office (equivalent to the U.S. Department of Justice) is 
devoted to narcotics-control activities. Yet, the heaviest cost that 
Mexico is bearing is measured in the lives of its soldiers and police 
officials killed in operations aimed at halting the drug trade. Accord- 
ing to Mexican government statistics, in 1987 ten employees of the 
Mexican Attorney General's Office and nine other employees were 
killed in anti-drug activities. 


Outlook: Continued Tension over Drugs 


In the absence of significant reductions in drug exports from Mexico, 
narcotics will remain a major irritant in bilateral relations. These 
tensions are now more likely to cloud a wider range of issues. Frus- 
trated by the failure of efforts to reduce drug flows from overseas, in 
1986 Congress searched for a tool other than diplomacy to compel 
other countnes to move forcefully against the drug trade. As a conse- 
quence, it incorporated in the Anti-Drug Abuse Act of 1986 provi- 
sions that penalized countries which failed to aggressively confront 
narcotics trafficking. 

Under this legislation, the United States will halt most foreign 
assistance and oppose multilateral development bank loans to coun- 
tries whose anti-drug actions fail to meet U.S. expectations. The 
penalties take effect automatically for all major narcotics producing 
or transiting countries unless the president certifies to Congress on 
March 1 of each year that a country in the previous year cither fully 
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cooperated with the United States or took adequate steps on its own 
in the following: 


* preventing drugs produced, processed, or trans- 


shipped through its territory from being: transported 
directly into the United States or sold illegally in that 
country to U.S. government personnel or their 


dependents, 


* and preventing and punishing the laundering in that 
country of drug-related profits or drug-related monies. 


After the President makes his certification, Congress has forty-five 
work days in which to review it. If it so chooses, Congress may 
disapprove the president's finding by joint resolution. A congres- 
sional overnde is irreversible and activates the penalties contained in 
the law. Thus, Congress has gained a weapon which it can wield 
directly against a country when it—bdvt not necessarily the executive 
branch—considers the nation to be inadequately cooperating on 
narcotics matters. 

While these provisions affect all major drug-producing countries, 
Mexico was a major target of this legislation. Included elsewhere in 
the statute was a Sense of the Congress Resolution that castigated 
Mexico for inadequate perform ance on a number of fronts and rec- 
ommended to the president that unless things improve he should take 
measures injurious to Mexican trade and tourist interests. The 
Reagan administration chose to ignore this congressional recommen- 
dation. 

Mexico was also singled out, albeit indirectly, in another section of 
the law which mandates semi-annual certification of cooperation to 
Congress, on, among other things, nations 


* “yn which any member of any agency of the United 
States Government engaged in drug enforcement 
activities since January |, 1985, has suffered or been 
threatened with violence, inflicted by or with the 
complicity of any law enforcement official of the 
country; or 
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TABLE 2 
Mexico’s Anti-Narcotics Activities, 1982—1987 
1982 1983 1984 1985 1986 1987 Total 








DESTRUCTION OF CROPS 


SANSSI IVUSALV 118 





Poppy 
Hectares destroyed 121 2,480 3,317 = 2,297 2,383 2,528 13,126 
Number of fields 1,838 31,234 35,789 23.101 24,&2 24,851 141,636 
Marijuana 
Hectares destroyed 22 2,674 3,886 1,738 2.973 3,750 15,043 
Number of fields 397 23,730 20.695 17,675 24,426 25,056 111,979 
SEIZURES 
Cocaine (Kgs) 6 325 458 2,563 5,323 9,296 17,972 
Marijuana (Kgs) 8,191 78,061 8,560,018 173,448 192,806 39,454 9,407,068 
Opium derivatives — 163 1 200 302 350 1,316 
Vehicles 
Land 30 534 514 670 1,112 1,800 4,660 
Air 2 13 S 18 23 36 100 
Sea — 4 7 4 17 22 59 
Arms 23 880 828 1,629 1,819 2,242 7,421 
Dismantied laboratories — 4 6 6 15 7 38 
(Continued) 











Table 2, Continued 
Mexico’s Anti-Narcotics Activities, 1982-1987 
1982 1983 1984 1985 1986 1987 Total 








OTHER LAW ENFORCEMENT 


Persons detained and indicted 620 10,694 12,127 9,595 9,735 
before judicial authorities for 

crimes against health 

Criminal proceedings 316 5,655 6,525 4,810 9,139 5,655 32,100 
Number of officials of the 3 1 3 12 + 10 33 


Attorney General's Office that 
have died on duty 


Damaged aircraft l 23 16 29 29 27 125 


These data do not include the efforts carried out by Mexico's armed forces. Figures for 1982 are only taking into account the results of 
December of that year. President de la Madrid's Administration began as of December, 1982. 


Source: Embassy of Mexico (Newsletter), February 25, 1988. 


9,798 52,569 
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* “which fails to provide reasonable cooperation to 
lawful activities of the United States drug enforcement 
agents, including the refusal of permission to such 
agents engaged in interdiction of aerial smuggling into 
the United States to pursue suspected aerial smugglers 
a reasonable distance into the airspace of the requested 


Mexico was the only country to qualify on either account. The first 
item is a reference to the February 1985 murder of DEA Agent 
Camarena and the August 1986 torturing of DEA Agent Victor 
Cortez. The second point was prompted by Mexico's refusal to grant 
“hot-pursuit” rights to U.S. enforcement agencies to allow U.S. 
aircraft to pursue planes suspected of carrying narcotics into Mexican 
airspace. 

Clearly, the intent of Congress in these provisions was to signal its 
displeasure with Mexico and to prod Mexico and other countries to 
take the tough steps required to reduce trafficking activities. In 
March 1987, President Reagan sent the first certification report to 
Congress. Mexico was certified as “fully cooperating” on narcotics 
measures. Nevertheless, there was a move within the Senate to pass a 
resolution of disapproval against the certification of Mexico and two 
other countries. The effort failed. Its defeat, however, stemmed from 
procedural concerns on how to handle such a resolution, not on the 
merits of Mexican cooperation. However, the move demonstrated 
that a number of senators were prepared to impose the penalties 
provided by the law against Mexico. Indeed, even though in 1988 
President Reagan again certified Mexico as fully cooperating with 
U.S. antidrug activities, in mid April, the Senate voted 62 to 27 to 
decertify Mexico. Ultimately, the House of Representatives failed to 
follow the Senate’s lead, thereby obviating the need for the White 
House to veto a joint decertification resolution. 

The Senate vote sparked a firestorm of protest below the Rio 
Grande. A livid Senator Humberto Hernandez Haddad, chairman of 
the Mexican Senate’s Foreign Relations Committee, promised to 
investigate U.S. efforts to combat drug trafficking. Meanwhile, Pro- 
fessor Samuel del Villar published a widely publicized book entitled 
Corrupcién en los estados unidos. Its cover carried a picture of the 
Statue of Liberty clutching dollar bills instead of a torch. “The 
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accumulative failure and counterproductivity of U.S. anti-drug policy 
have created enormous probiems and have imposed unbearable bur- 
dens on the national security and development of Mexico,” del Villar 
asserted. 

Because Mexico's anti-narcotics efforts are so controversial, the 
certification issue will remain a priority bilateral issue for the foresee- 
able future. Ironically, in terms of the penalties specified in the 
statute, the United States could lose more than Mexico if sanctions 
were applied. In Mexico the cutoff of foreign assistance would cost 
about $200,000 in Military Education Funds and the loss of Export- 
Import Bank Credits and Guarantees. This could lead to a significant 
decline in the products that Mexico buys from the United States. In 
the past three years, EXIM Bank funding covered almost $200 mil- 
lion in U.S. exports to Mexico. Also at risk is a $15.5 million contribu- 
tion to Mexico’s narcotics eradication effort. Blocking this initiative 
would only accelerate the northward flow of marijuana, cocaine, and 
heroin. 

In a similar fashion, the requirement that the United States vote 
against loans for Mexico in multilateral development banks could 
boomerang. Because the United States does not have a controlling 
vote in these institutions, loans for Mexico will be approved regard- 
less of—perhaps despite—how U.S. delegates vote. What is lost is 
U.S. influence on how loans to Mexico will be used. For instance, 
much of the $1.7 billion in World Bank financing to Mexico in 1987 
was devoted to projects related to the country’s economic restructur- 
ing, in which the United States has a strong stake. Also, projects 
funded by multilateral banks often have an impact on U.S. commu- 
nities along the border. For instance, conditions attached to a $36.4 
million Inter-American Development Bank loan for a sewage and 
water project for Tijuana partially solved the longstanding problem of 
Tijuana-generated sewage and filth polluting the beaches of southern 
California. 

A middle ground exists between a presidential determination of 
full cooperation and the imposition of sanctions for inadequate coop- 
eration. If the loss of foreign assistance would jeopardize a vital 
national interest in the United States, the president may send to 
Congress a determination which acknowledges that a country is not 
fully cooperating on narcotics matters but avoids the imposition of 
penalties. 
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What certification decision is taken will strongly affect overall 
bilateral relations and particularly cooperation on narcotics matters. 
The decision will be difficult because every alternative has drawbacks 
for the United States. A determination of full cooperation could be 
misinterpreted as an endorsement for the current level of effort in 
Mexico and could signal, inadvertently, that Washington is satisfied 
with the status quo. Still, failure to certify Mexican cooperation or a 
certification based on U.S. national interest also pose risks. Either 
action Carries a political stigma that is likely to chill overall relations 
and could prompt the Mexican government to retaliate by scaling 
back on its anti-narcotics program. This in turn would only invite 
further repudiation by the United States. 

In the coming years, the annual certification process is likely to 
dominate narcotics matters between the United States and Mexico. 
The process was conceived as a means to convince other nations to 
become more aggressive in their anti-drug efforts, but its impact 
could be just the opposite. Mexico is not dependent on U.S. foreign 
assistance and abhors external political pressure. Therefore, if the 
executive branch and/or Congress fail to exercise careful judgment in 
their handling of the certification, they could play into the hands of 
the narcotics cartels by making it politically untenable for Mexico to 
continue to work with the United States. Insensitivity to this reality 
could inadvertently lead to even greater drug flows from Mexico. 





16. 


U.S.-Mexican Energy Relations 


Henry P. Santiago 





Informal energy discussicns through what evolved into the Bilateral 
Energy Consultation Group (BECG) actually began in mid-1982 
when key Mexican officials visited the U.S. Department of Energy in 
Washington. U.S. officials put on a well-prepared presentation for 
their Mexican counterparts on what was happening in both the 
United States and the international oil market, based on their anal- 
ysis and perceptions of the situation. In turn, the Mexicans began to 
open up and tell their North American hosts about their policies and 
their views. It started, of course, at the end of the Lépez Portillo 
administration (1976-1982). When the meetings broke up, there was 
a question about whether or not they would continue. Both sides felt 
that new ground had been broken. U.S. representatives were happily 
surprised when an official of the Ministry of Energy, Mines, and 
Parastatal Industries (SEMIP) contacted them and said that his coun- 
try wished to continue these discussions and wanted the North Amer- 
icans to come to Mexico City for the next set of meetings. These 
bilateral sessions have been going on regularly since then. 





Henry P. Santiago is the Deputy Director for the Division of Energy 
Assessments in the Office of International Affairs of the U. S. 
Department of Energy. He has followed U.S.-Mexican issues since 1976 
when Mexico first proposed exporting natural gas to the United States. 
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Bilateral Energy Consultation Group 


The Bilateral Energy Consultation Group has fostered a more busi- 
nesslike atmosphere in U.S.-Mexican energy relations. Loosely mod- 
eled after a highly successful joint U.S.-Canadian commission, the 
BECG was created as a forum for discussions between U.S. and 
Mexican energy specialists. Generally speaking, such conversations 
have taken place twice annually since their inception, with meetings 
held alternately in Mexico City and Washington. The United States 
government views these informal consultations in a bilateral context. 
Yet, from the Mexican perspective, the talks fall within the frame- 
work of President Miguel de la Madrid Hurtado’s promotion of a 
dialogue between producing and consuming countries, conceived to 
contribute to market stability without jeopardizing Mexico's inde- 
pendence and sovereignty. 

Originally, an official in the Department of Energy chaired the 
U.S. delegation; nevertheless, within a few years after the BECG’s 
establishment a State Department official had been named co-chair- 
man, and the two departments handle arrangements for the Washing- 
ton sessions. On the Mexican side, a SEMIP undersecretary typically 
presides over the sessions. However, the Mexican delegation usually 
consists of representatives from Pemex and SEMIP. 

Budget considerations mean that the U.S. contingent is small when 
the BECG meets in the Mexican capital. When the group convened in 
Hacienda Cocoyoc, south of Mexico City, on April 23-24, 1987, the 
U.S. delegation embraced four Department of Energy representa- 
tives and two from the State Department (including the U.S. em- 
bassy’s petroleum officer). The U.S. delegation is larger when ses- 
sions occur in Washington. For instance, an official from the Office of 
the U.S. Trade Representative may speak on legislative develop- 
ments that may affect energy and trade, while Department of Energy 
experts address subjects as varied as conservation and nuclear energy. 
As a rule, these specialists present a briefing, answer questions, and 
leave. Ten or more officials, roughly divided between SEMIP and 
Pemex, form the core of the Mexican delegation for meetings held at 
home. 

Only a small group of Mexicans, representatives of SEMIP and 
Pemex, attend Washington sessions. In the April 1986 meeting José 
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Luis Bernal, first secretary for economic affairs in the Mexican em- 
bassy, also participated. Alfredo Gutiérrez Kirchner, formerly 
Pemex’s New York and Washington general representative who also 
served as minister-counselor for energy in Mexico's embassy, took 
part in sessions held in both countries until he left government service 
to join a prestigious Washington-based law firm in 1988. 


BECG Sessions 


The sessions generally begin with an analysis, often provided by the 
Department of Energy, of the world energy picture that stresses 
supply, consumption, inventories, and prices. Next the participants 
take turns describing energy developments within their respective 
nations—with Mexico particularly interested in the analysis of energy 
markets by technical experts from the Department of Energy and 
legislative initiatives such as the superfund tax levied on all oil imports 
and a proposed oil import fee. The United States has shown greatest 
concern about Mexico's relations with the Organization of Petroleum 
Exporting Countries (OPEC), its export ceiling, its exploration and 
development activities in the face of severe budgetary estimates, and 
its provision of crude oil to the U.S. Strategic Petroleum Reserve. 
Mexico's delegation took advantage of the November 19, 1984, bilat- 
eral conference to outline its country’s recently announced National 
Energy Program. Later, Mexico's formula for setting export prices 
became the center of attention. Finally, the participants have concen- 
trated on such matters of topical interest as U.S. administrative 
actions affecting gasoline and other light product imports, and the 
friendly and forced mergers involving U.S. oil companies. 

BECG sessions are conducive to a frank exchange of ideas and 
expressions of concern about outstanding bilateral problems. 
Agendas are flexible; the preparation of position papers is discour- 
aged; media attention is minimal; the participants issue no communi- 
qué upon adjournment; and the goal of the specialists is not to reach 
decisions but to inform each other—a practice that discourages in- 
flammatory speechmaking and political posturing. Although former 
Pemex Director-General Mario Ram6n Beteta and Ambassador 
John Gavin took part in a “working luncheon” at the June 1985 
mecting, the two governments have strongly deemphasized protocol 





236 


BILATERAL ISSUES 


in favor of substance—with discussions carned on by officials below 
the level of deputy assistant secretary. 

Above all, the group has provided Mexico with a more realistic 
picture of U.S. and world energy conditions. The Department of 
Energy's supply of technical information is important in this regard, 
particularly to SEMIP which, in terms of data, is at a conspicuous 
disadvantage vis-a-vis Pemex. The latter boasts a sophisticated com- 
puter capability, a New York office that collects data on the interna- 
tional oil market, and an impressive staff of analysts. Mexico's access 
to expertise through the BECG has proven especially valuable as the 
prices obtained for Pemex crudes halved during the first quarter of 
1986, only to recover later in the year and move upward in 1987, 
before declining slightly during the first half of 1988. 

In addition, U.S. officiais have sought to allay misgivings expressed 
by some of their Mexican counterparts, who—for instance—feared 
that increased mergers in the U.S. oil sector might foreshadow the 
reemergence of the “seven sisters; namely, the domination of the oil 
industry by a small collection of transnational behemoths. Discus- 
sions about pending legislation have helped illuminate the complex, 
decentralized character of the U.S. political system, thereby chal- 
lenging a widely-held impression among Mexicans that it is, like their 
own government, markedly centralized and hierarchical. The ever 
more informal meetings have enabled U.S. and Mexican officials to 
become acquainted with each other as individuals, and not simply as 
agents of another country. One participant, who asked to remain 
anonymous, expressed satisfaction over the increasing signs of cama- 
raderie evident at the meetings and social events surrounding them. 
Holding the early 1987 session in a resort near Cuernavaca contrib- 
uted to the relaxed atmosphere. He, like others, praised the consulta- 
tive mechanism for building confidence between the two countries on 
energy questions. Clearly, the Mexicans have perceived an enhanced 
status associated with meeting on equal terms with the United States, 
whose unparalleled information is invaluable to SEMIP and Pemex. 

The BECG'’s success was reflected in the fact the June 1985, April 
1986, and April 1987 meetings lasted two days instead of one. Still, 
the tendency has been to hold fewer meetings, possibly because other 
assignments have preoccupied the relatively small number of Mexi- 
can energy experts. Meanwhile, there appeared to be less pressure on 
the two governments to meet during periods of stable prices. 





The Future of Bilateral Meetings on Energy 


The United States is satisfied with the meetings and wishes to con- 
tinue them. Some observers claim that the conversations are becom- 
ing less useful because the Mexican and U.S. participants have now 
spoken enough about the technical details so that there is not a good 
deal more to be said. However, in the case of Mexico, the fairly major 
change in personnel at the beginning of a new six-year adminstration 
argues against that. U.S. officials would like to sit down and deal with 
the new energy team in 1988 in order to resume the dialogue of 
understanding between the two countries. Needless to say, personnel 
will also change in the United States at the end of the Reagan 
Administration. 

Other bilateral activities are taking place between the United 
States and Mexico. The most important one is the purchase of oil for 














TABLE | 
Mexican Sales to the Strategic Petroleum Reserve, 1977-1987 
Total yearly From 

Calendar deliveries Mexico Percent 
year (millions of barrels) —_ (millions of barrels) from Mexico 
1977 7.2 0 0 
1978 0.1 15.9 26.5 
1979 23.2 17.2 74.1 
1980 16.6 0 0 
1981 122.5 24.0 19.6 
1982 63.5 26.9 42.4 
1983 85.3 50.7 9.4 
19s4 714 18.4 25.8 
1985 42.8 18.5 43.2 
1986 18.8 17.6 93.6 
1987 28.7 26.0 90.6 
Total $40.1 215.2 98 





Source: U.S. Department of Energy 
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the U.S. Strategic Petroleum Reserve (SPR), a facility designed to 
cover any shortfall arising from a future oil embargo. The SPR was 
established in 1975 in the aftermath of the Arab oil embargo of 1973 
Current plans call for ultimate storage of 750 million barrels of oil in 
underground salt domes along the U.S. Gulf Coast. By the end of 
1987, the United States had approximately 540 million barrels of oil in 
storage in Texas and Louisiana. More than 214 million of this volume, 
almost 40 percent of the total, was purchased from Mexico. The 
United States began acquiring crude oil for the SPR from Pemex in 
1978, and—in mid-October 1986—the U.S. Department of Energy 
signed a new contract with Mexico to purchase 65,000 barrels a day 
for the next two fiscal years. (See Table 1.) 

In addition to the SPR purchases, the United States and Mexico 
also have science and technology agreements, mainly in the area of 
oil, gas, and nuclear research. 


Conclusion 


Today, Mexico is an important supplier of oil to the United States, 
having provided an average of 13 percent of net U.S. oil imports from 
1980 to the present. For many reasons, including its perception of 
Mexico as a highly reliable supplier on a par with Canada and Ven- 
ezucla, Washington welcomes this mutual interdependence. The 
BECG has become a key mechanism in promoting this relationship 
and in preventing any misunderstanding which might arise as the two 
nations adapt their energy policies to the changing conditions of the 
international oil market 
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TABLE | 


Vital Statistics, 1940-1983 








Year Births Deaths Marriages Divorces 
1983 2,609 ,088 413,403 508,550 29,427 
1982 2,392,849 413,345 528,963 25,901 
1981 2,530,662 424,274 500,955 n.a. 
1980 2,428,499 434,465 483,151 n.a. 
1979 2,448,744 428,217 488,270 n.a. 
1978 2,346,862 418,381 444,600 21,394 
1977 2,277,708 404 880 444,700 21,260 
1976 2,156,430 406,033 427,335 n.a. 
1975 2,254,497 403,650 417,820 16,791 
1974 2,523,580 433,104 464,983 n.a. 
1973 2,572,287 458,915 452,640 13,517 
1972 2,346,002 476,206 612,057 n.a. 
1971 2,231,999 458,323 378,222 12,215 
1970 2,132,630 485 ,656 356,658 31,181 
1969 2,088 ,902 458,886 347,120 30,504 
1968 2,058,251 331,347 331,347 25,623 
1967 1,981,363 420,298 314,278 32,907 
1966 1,954,340 424,141 307 ,992 28,623 
1965 1,888,171 404,163 293,227 24,705 
1964 1,849,409 408,275 281,389 20,161 
1963 1,746,624 412,834 257,969 19,277 
1962 1,705 ,481 403,046 246,655 17,459 
1961 1,647 ,006 388,356 237 ,069 n.a. 
1960 1,608,174 402,545 239,527 14,964 
1959 1,589,606 396,924 238,999 15,455 
1958 1,447,568 404,529 225,491 12,971 
1957 1,474,950 406,870 206,180 n.a. 
1956 1,427,722 368,870 222,907 n.a. 
1955 1,377,917 407 522 211,875 n.a. 
1954 1,339,837 378,752 205,771 n.a. 
953 1,261,775 446,126 183,600 n.a. 





(Continued) 
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Table 1, Continued 
Vital Statistics, 1940-1983 








Year Births Deaths Marriages Divorces 
1952 1,195,209 408 823 187,473 n.a. 
1951 1,183,788 458 238 178,165 n.a. 
1950 1,174,497 415,370 177,531 n.a. 
1949 1,123,358 443,559 166,133 n.a. 
1948 1,090,867 407,708 155,416 n.a. 
1947 1,079,816 390,087 138,345 n.a. 
1946 994.838 442,035 137,468 n.a. 
1945 999 083 433,694 151,075 n.a. 
1944 958,119 447,198 149,490 n.a. 
1943 963,317 447,198 159,845 n.a. 
1942 940 067 471,600 150,498 n.a. 
1941 878,935 446,361 126,833 n.a. 
1940 875,471 458,906 146,358 n.a. 


Source: John Paxton and M. Epstein (eds.), Statesman’s Yearbook (New York: 
MacMillian Co., 1940-87). 














TABLE 2 
Literacy, 1940-1986 
Percent Percent 
Year literate Year literate 
1986 88.0 1960 65.4 
1980 82.7 1950 56.8 
1970 74.2 1940 43.0 


Source: Economic Commission for Latin America and the Caribbean, Statistical Yearbook 
for Latin America and the Caribbean (New York: United Nations Publications, 1985) 
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TABLE 3 

Unemployment, 1940-1986 

Percent Percent 
Year unemployed Year unemployed 
1986 17.8 1975 7.2 
1985 13.4 1965 5.7 
1984 12.6 1960 1.8 
1983 13.0 1955 n.a. 
1982 8.4 1950 1.3 
1981 8.4 1945 n.a. 
1980 9.0 1940 3.1 


1979 4.5 


Source: James Wilkie (ed.), Statistical Abstract of Latin America, vol. 25, UCLA, Latin 
American Center Publications, Los Angeles, Cal., 1950-1987; and 1970, 1987; and U.S. 
Department of Commerce, International Trade Administration, Foreign Economic Trends 
and their Implications for the U.S., Washington, D.C., May 1987. 














TABLE 4 
Religious Affiliation, 1950-1986 
Year Catholic (%) Protestant (%) Other (9%) 
1986 97.0 3.0 0 
1980 92.6 3.3 4.1 
1970 96.0 1.0 3.0 
1960 97.0 1.7 1.3 
1950 98.8 1.0 2 


Source: John Paxton (ed.), The Statesman's Yearbook, (New York: St. Martin's Press. 
1986); and U.S. Department of State, Bureau of Public Affairs, “Background Notes 
Mexico,’ Washington, D.C. 1985 
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TABLE 5 
University Enrollment, 1940-1984 
(in thousands) 
Year Students Year Students 
1984 1,211 1961 83 
1983 939 1960 23 
1982 879 1959 19 
1981 840 1958 16 
1980 785 1957 18 
1979 756 1956 19 
1978 732 1955 26 
1977 699 1954 21 
1976 543 1953 27 
1975 375 1952 31 
1974 357 1951 17 
1973 438 1950 27 
1972 291 1949 24 
1971 248 1948 21 
1970 215 1947 22 
1969 166 1946 22 
1968 141 1945 23 
1967 143 1944 22 
1966 135 1943 22 
1965 130 1942 19 
1964 102 194] 18 
1963 100 1940 17 


1962 95 


Sources: B.R. Mitchell, /nternational Historical Statistics: The Americas and Australasia 
(Bale Research Co, Mich., 1983); and John Paxton (ed.), The Statesmman’s Yearbook, 
(New York: St. Martin Press, 1976-87) 
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TABLE 6 


Radio and Television, 1955-1986 








Homes 
Commercial Homes with Commercial with 
radio radios television televisions 
Year Stations (millions) Stations (millions) 
1986 800 25.0 200 95 
1980 810 22.5 124 49 
1975 711 17.0 85 48 
1970 586 14.0 63 3.0 
1965 460 8.3 31 1.1 
1960 350 6.0 23 65 
1955 227 1.2 S 25 


Source: John Paxton (ed.), The Statesman's Yearbook (New York: St. Martin Press. 
(1955-86). 








TABLE 7 


Military Personnel, 1940—1987 








Year Army Navy Marines Air Force 
1987 105,000 23,650 3,800 6,500 
1985 95,000 23,650 3,800 6,000 
1980 72,000 11,000 1,300 6,000 
1975 51,000 11,600° n.a. 5,000 
1970 51,000 11,100° n.a. 5,000 
1965 51,000 11,000° n.a. 5,000 
1960 51,000 6,200" n.a. 5,000 
1955 48 ,000 n.a. n.a. 3,550 
1950 41,835 n.a. n.a. n.a. 
1945 41,835 n.a. n.a. n.a. 
1940 41,835 n.a. n.a. n.a. 


* includes Marines 
Source: John Paxton (ed.), The Statesman's Yearbook (New York: St. Martin Press. 


(1940-87) 














Military Expenditures and Number of Armed Forces, 1965-1985 


TABLE 8 








Expenditures Number of — Expenditures Number of forces 
(millions of (tho of (millions of (thousands of 
Year dollars) men) Year dollars) men) 
1985 © 1,090 129 1974 362 85 
1984 939 125 1973 317 80 
198! 872 131 1972 445 80 
1982 804 120 1971 276 67 
1981 777 120 1970 218 67 
1980 537 120 1969 203 67 
1979 531 120 1968 182 67 
1978 447 145 1967 143 67 
1977 516 100 1966 132 67 
1976 497 100 1965 132 62 
1975 $12 95 


Source: James W. Wilkie (ed.), Statistical Abstract of Latin America, vol. 25, UCLA Latin American Center Publications, 1970-1987; and 


International Monetary Fund, Government Finance Statistics Yearbook, Washington, D.C. 1987 
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TABLE 9 


Gross Domestic Product (GDP) and Percent Change of GDP, 1940-1987 








GDP GDP 
Year ($ millions)" Percent change Year ($ millions)* Percent change 
1987 95,491 1.5 1963 27,045 8.0 
1986 94,080 —3.5 1962 25,044 4.7 
1985 97,492 2.7 1961 23,926 4.9 
1984 94,929 3.7 1960 22,802 7.5 
1983 91,719 —$.3 1959 21,219 43 
1982 96,826 - .§ 1958 20,335 4.6 
1981 97,353 7.9 1957 19,443 7.5 
1980 90,185 8.4 1956 18,085 5.3 
1979 83,199 9.2 1955 17,167 7.9 
1978 76,190 7.0 1954 15,909 5.4 
1977 62,182 3.3 1953 15,087 5.4 
1976 60,218 2.1 1952 14,314 3.0 
1975 58,964 4.1 1951 13,897 7.5 
1974 $6,653 5.9 1950 12,926 9.4 
1973 53,495 7.6 1949 11,819 7.6 
1972 49.858 7.3 1948 10,986 3.6 





(Continued) 
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Table 9. Continued 


Gross Domestic Product (GDP) and Percent Change of GDP, 1940-1987 








GDP GDP 
Year ($ millions)" Percent change Year ($ millions)" Percent change 
1971 46 480 34 1947 10,605 3.7 
1970 4.9% 6.9 1946 10,227 7.3 
1969 42,026 6.3 1945 9.563 6.3 
1968 39,526 8.1 1944 8,967 7.6 
1967 36,552 6.3 1943 8,333 3.6 
1966 34,396 6.9 1942 8,041 5.6 
1965 32,166 6.5 1941 7,614 14.8 
1964 30,207 11.7 1940 6,632 - J 


*Constamt 1970 dollars 
Source: James Wilke (ed), Statistical Abstract of Latin America, vol. 25, UCLA Latin American Center Publications, Los Angeles, Cal. 


1987 
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TABLE 10 


Mexican Exports and Imports, 1940—1987 














Exports Imports Exports Imports 
Year ($ millions) ($ millions) Year ($ millions) ($ millions) 
1987 20,657.0 12,223.0 1963 935.9 1,239.7 
1986 15,774.0 11,995.0 1962 899.4 1,143.0 
1985 21,822.0 14,050.0 1961 803.5 1,138.6 
1984 23,602.0 11,280.0 1960 739.7 1,186.4 
1983 21,012.0 8,301.0 1959 720.5 1,006.6 
1982 20,929.9 15,041.0 1958 707.6 1,128.6 
1981 20,041.1 24,161.0 1957 698.3 1,155.2 
1980 15,415.7 19,661.8 1956 853.6 1,071.6 
1979 8,985.0 12,089.9 1955 758.7 883.7 
1978 5,958.1 8,040.7 1954 611.6 788.7 
1977 4,160.7 5,490.8 1953 559.0 807.5 
1976 3,297.0 6,029.6 1952 592.7 828.8 
1975 2,858.6 6,580.2 1951 629.7 888.7 
1974 2,850.9 6,056.7 1950 501.6 596.7 
1973 2,070.6 5,813.4 1949 452.3 440.3 
1972 1,824.8 2,717.9 1948 463.6 $14.1 

(Continued) 
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Table 10, Continued 


Mexican Exports and Imports, 1940-1987 








Exports Imports Exports Imports 
Year ($ millions) ($ millions) Year ($ millions) ($ millions) 
1971 1,473.6 2,254.0 1947 465.7 666.0 
1970 1,372.9 2,326.8 1946 394.8 543.7 
1969 1,209.4 2,078.0 1945 262.2 330.7 
1968 1,180.7 1,960.1 1944 215.8 390.7 
1967 1,103.8 1,748.3 1943 233.0 187.6 
1966 1,192.4 1,605.2 1942 204.0 155.3 
1965 1,113.8 1,559.6 1941 150.4 188.7 
1964 1,002.4 1,492.9 1940 177.8 123.9 


Source: James Wilkie (ed.), Statistical Abstract of Latin America, vol. 25, UCLA Latin American Publications, ' os Angeles, Cal., 


1950-1987. 
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TABLE 11 
Inflation Rates, 1940-1987 
Year Percent change Year Percent change 
1987 160.0 1963 6 
1986 105.7 1962 1.8 
1985 63.7 1961 1.0 
1984 59.2 1960 4.9 
1983 81.0 1959 1.2 
1982 99.0 1958 4.4 
1981 28.7 1957 4.3 
1980 26.4 1956 4.6 
1979 18.2 1955 13.6 
1978 17.3 1954 9.4 
1977 29.1 1953 -1.9 
1976 15.8 1952 3.7 
1975 15.0 1951 24.0 
1974 23.0 1950 9.3 
1973 15.7 1949 9.5 
1972 5.4 1948 7.3 
1971 3.7 1947 8.8 
1970 5.9 1946 12.1 
1969 2.6 1945 11.3 
1968 1.9 1944 22.5 
1967 2.8 1943 20.8 
1966 1.3 1942 10.3 
1965 1.9 1941 5.1 
1964 4.2 1940 4.0 


Source: Morris Singer, Growth, Equality, and the Mexican Experience (Austin: University 
of Texas, 1969); John K. Thompson, Inflation, Financial Markets, and Economic 
Development (Greenwich, CT.: Jai Press Inc., 1979); Stuart Sinclair, The Third World- 
Economic Handbook (London: Euromonitor Publications, 1982); and U.S. Department of 
Commerce, International Trade Administration, Foreign Economic Trends and their 
Implications for the U.S., Washington, D.C., May 1987. 
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TABLE 12 
External Debt, 1950-1987 
External debt External debt 

(billions (billions of 
Year of dollars) Year dollars) 
1987 108.0 1978 33.9 
1986 101.4 1977 29.9 
1985 97.3 1976 26.6 
1984 95.9 1975 16.1 
1983 92.1 1970 3.4 
1982 88.3 1965 3.8 
1981 74.9 1960 1.9 
1980 50.7 1955 3.0 
1979 39.7 1950 1.6 


Source: Economic Commission of Latin America and the Caribbean, Economic Survey of 
Latin America and the Caribbean (Santiago, Chile: United Nations Publications, 
1978-1986); and M. Epstein (ed.), The Statesmman’s Yearbook (New York: MacMillian 
Co., 1950-70). 

















TABLE 13 


Labor Disputes, 1940-1984 











Year No. of strikes People involved Year No. of strikes People involved 

1984 216 60,960 1961 373 33,184 

1983 225 123,640 1960 377 63,567 

1982 1,925 25,173 1959 379 62.770 

1981 1,066 31,512 1958 740 60.611 

1980 1,339 42.774 1957 193 7,134 

1979 795 17,264 1956 159 7,573 

1978 758 14,976 1955 135 10.710 

1977 476 13,411 1954 93 25.759 

1976 547 23,684 1953 167 38,552 

1975 236 9.680 1952 n.a. n.a. 

1974 742 17,863 1951 n.a. fa 

1973 211 8,395 1950 n.a. n.a. 

1972 207 2,684 1949 n.a. n.a. 

1971 204 9.299 1948 n.a. n.a. < 

1970 206 14,329 1947 n.a. n.a. S 
= 

(Continued) = 
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Table 13, Continued 


Labor Disputes, 1940-1984 








Year ~ No. of strikes People involved Year No. of strikes People involved 
1969 Las 4,442 1946 n.a. n.a. 

1968 156 4,420 1945 220 48,055 
1967 78 8,457 1y44 887 44,166 
1966 91 500 1943 766 81,557 
1965 67 610 1942 98 13,643 
1964 568 16,508 194] 142 12,892 
1963 504 26,035 1940 357 19,784 
1962 725 80,989 


Source: Gale Research Comp., International Historical Statistics—The Americas and Australasia (Detroit, Mich.: Book Tower, 1983; and 
James Wilkie (ed.), Statistical Abstract of Latin America, vol. 25, UCLA Latin American Publications, Los Angeles, Cal., 1987 
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TABLE 14 
Production and Export of Petroleum, 1940-1987 
Production Export 
(daily) (daily) Reserves 
(millions of (thousands (millions of 

Year barrels) of barrels) barrels) 
1987 2,537 1,345,000 69,000 
1986 2,428 1,290,000 70,000 
1985 2,630 1,438,000 70,900 
1984 2,685 1,525,000 71,750 
1983 2,665 1,537,000 72,500 
1982 2,746 1,492,000 72,008 
1981 sis 400,778 72,008 
1980 709 302,957 60,126 
1979 537 194,485 45,803 
1978 443 133,247 40,194 
1977 358 73,736 16,002 
1976 293 34,470 11,160 
1975 262 34,382 6,338 
1974 210 5,804 5,773 
1973 165 n.a. 5,432 
1972 161 n.a. 5,388 
1971 156 n.a. 5,428 
1970 i57 n.a. 5,568 
1969 150 n.a. 5,570 
1968 142 n.a. 5,530 
1967 133 n.a. 5,486 
1966 121 4,800 5,357 
1965 118 7,621 5,078 
1964 116 7,138 5,227 
1963 115 7,185 5,150 
1962 112 6,683 5,008 
1961 107 n.a. 4,990 
1960 99 1,100 4,787 
1959 96 112 4,348 





(Continued) 
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Table 14, Continued 
Production and Export of Petroleum, 1940-1987 








Production Export 
(daily) (daily) Reserves 
{millions of (thousands (millions of 

Year barrels | of barrels) barrels) 
1958 v4 676 4,070 
1957 SA 4,037 3,374 
1956 91 6.617 2,959 
1955 89 6,106 2,751 
1954 s4 4.630 2,549 
1953 72 3,484 2,233 
1952 77 19,325 2,241 
1951 77 13,721 1,919 
1950 72 2,183 1,608 
1949 61 7,183 1,650 
1948 59 7,185 1,367 
1947 56 6,742 1,388 
1946 49 3,302 1,437 
1945 44 2,432 1,515 
1944 38 655 1,548 
1943 35 1,343 } 257 
1942 35 1,373 1.2% 
194] 43 7,563 1,225 
1940 44 8.561 1,225 


Source: Petréleos Mexicanos, Anuario Estadistico (Mexico City: Instituto Mexicano del 
Petréleo, 1984); and U.S. Department of Commerce. International Trade Administration. 
Foreign Economic Trends and their Implications for the U.S. Department of Commerce 
(Washington, D.C.. May, 1987) 
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TABLE 15 
Flow of Foreign Direct Investment in Mexico, 1940-1986 
Millions Millions 

Year of dollars Year of dollars 
1986 763 1962 126 
1985 494 1961 119 
1984 31 1960 7 
1983 454 1959 81 
1982 1,643 1958 100 
1981 2,514 1957 131 
1980 2,184 1956 126 
1979 1,334 1955 105 
1978 829 1954 93 
1977 $55 1953 42 
1976 562 1952 $8 
1975 609 1951 121 
1974 678 1950 72 
1973 460 1949 64 
1972 300 1948 87 
1971 307 1947 62 
1970 323 1946 38 
1969 297 1945 23 
1968 227 1944 4s 
1967 294 1943 17 
1966 183 1942 17 
1965 214 1941 li 
1964 162 1940 l 
1963 117 


Source: B. Griffiths, Mexican Monetary Policy and Economic Development (New York 
Pracger Publishers, 1972); International Monctary Fund, Balance of Paymen . Statistics 
Yearbook (Washington, D.C., 1987); and John Dunning, Directory of Statistics of 

International Investment and Production (New York: New York University Press, 1987" 























TABLE 16 

U.S.—Mexican Trade, 1940-1986 

Mexican exports Mexican imports 

to U.S. Percent of all from U.S Percent of all 
Year ($ millions) Mexican exports ($ millions) Mexican umports 

1986 17,302 76.6 12,382 70.4 
1985 15,029 68.6 11,132 82.5 
1984 14,612 60.4 6,695 59.3 
1983 13,034 59.7 4,958 65.0 
1982 11,887 $2.0 8.921 59.9 
1981 10,716 $5.3 15,398 63.8 
1980 10,072 63.2 11.979 65.6 
1979 6,252 69.6 7,563 62.6 
1978 4,057 68.1 4.564 4 
1977 2,738 59.5 3,493 $8.2 
1976 2,111 60.9 3,774 62.5 
1975 1,668 53.8 4,113 57.9 
1974 1,703 $8.7 3,779 62.2 
1973 1,318 58.8 2,277 $4.2 
1972 1,288 75.8 1,745 $8.2 
1971 911 65.1 1,479 61.6 
1970 839 65.3 1,568 62.7 
1969 807 66.7 1,235 $3.1 
1968 708 59.9 1,102 56.2 
1967 621 56.2 1,025 58.6 
1966 649 54.4 1,025 63.8 
1965 27 56.3 1,025 65.6 
1964 609 60S RS0 56.9 
1963 597 63.8 782 63.1 
1962 553 61.8 819 71.6 
1961 502 62.4 831 73.0 
1960 455 61.5 RXY 74.9 
1959 439 61.0 759 75.4 
1958 439 62.1 893 79.1 
1957 547 78.3 890 77.0 





(Continued) 
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Table 16, Continued 


U.S.—Mexican Trade, 1940-1986 





Mexican exports Mexican imports 





to U.S. Percent of all from U.S. Percent of all 
Year ($millions) Mexican exports ($ millions) Mexican imports 
1956 480 56.3 838 78.2 
1955 463 60.9 612 69.2 
1954 430 70.2 585 74.2 
1953 405 72.4 622 77.1 
1952 466 78.6 611 73.8 
1951 444 70.4 637 71.7 
1950 433 86.4 430 71.9 
1949 417 80.3 397 90.0 
1948 359 77.4 458 89.1 
1947 254 76.9 505 88.4 
1946 194 71.3 368 83.5 
1945 223 83.7 264 82.3 
1944 151 85.1 304 89.6 
1943 173 87.7 142 88.4 
1942 165 91.3 114 86.9 
1941 n.a. n.a. n.a. n.a. 
1940 153 89.5 83 78.8 


Sources: Statistical Office of the United Nations, Yearbook of International Trade Statistics 
(U.N. Publications, New York, 1950-78); International Monetary Fund, Direction of Trade 
Statistics Yearbook (Washington D.C., 1958-1986); and M. Epstein (ed.), The Statesman’s 
Yearbook (New York: MacMillian Company, 1940-1950). 
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TABLE 17 a 

U.S. Direct Investment in Mexico, 1950-1986 Z 

Investment in Investment in Investment in “ 

Mexico all countries Percent developing countries Percent 
Year ($ millions) ($ millions) in Mexico ($ millions) in Mexico 

1986 4.826 259,980 1.9 60,609 8.0 
1985 5,087 232,667 2.2 54,474 9.3 
1984 4,568 212,994 2.1 50,131 9.1 
1983 4,999 226,117 2.2 50,978 98 
1982 5,544 221,512 2.5 52,441 10.6 
1981 6,977 226,359 3.1 56,182 12.4 
1980 5,989 215,578 2.8 53,277 11.2 
1979 4,490 186,750 2.4 44,525 10.1 
1978 3,690 167,804 2.2 40,399 9.1 
1977 3,230 149.847 2.2 34,462 9.4 
1976 2,984 137,724 2.2 29,050 10.3 
1975 3,200 124,212 2.6 26,222 12.2 
1974 2,885 118,613 2.4 28,479 9.9 
1973 2,379 103,675 2.3 25,266 9.4 
1972 2,025 94,337 2.1 25,235 8.0 
1971 1,838 86,198 2.1 25,358 7.2 
1970 1,786 78,178 2.3 21,448 8.3 
1969 1,706 71,033 2.4 23,147 7.3 
1968 1,566 64,983 2.4 21,484 7.2 











Table 17, Continued 


U.S. Direct Investment in Mexico, 1950-1986 








Investment in Investment in Investment in 
Mexico all countries Percent developing countries Percent 

Year ($ millions) ($ millions) in Mexico ($ millions) in Mexico 

1967 1,426 59,491 2.3 19,421 7.3 

1966 1,329 54,799 2.4 18,138 7.3 

1965 1,182 49.474 2.3 17,159 6.8 

1964 1,034 44,480 2.3 15,845 6.5 

1963 907 40 686 2.2 17,305 5.2 

1962 867 37,226 2.3 16,163 5.3 

1961 830 34,667 2.3 15,323 5.4 

1960 795 31,815 2.5 13,945 5.7 

1959 758 29 804 2.5 12,222 6.2 

1958 745 27,387 2.7 11,371 6.5 

1957 739 25 394 2.9 10,735 6.8 

1956 667 22,177 3.0 9,105 7.3 

1955 577 19,313 2.9 9,178 6.2 

1954 503 17,626 2.8 8,517 5.9 

1953 497 16,286 3.0 8,074 6.1 < 
1952 481 14,819 3.2 7,632 6.3 = 
1951 468 13,089 3.5 6,692 69 § 
1950 414 11,788 3.5 5,864 7.0 = 
Sources: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business (Washington, D.C.: Government = 
Printing Office, 1950-86). = 
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TABLE 18 


Legal and Illegal Mexicans Migrating to the U.S., 1950-1987 








No. of legal No. of illegal Total Percent 
Year immigrants jens apprehended Mexican 
1987 72,350 1,139,606 1,190,488 96.0 
1986 66,533 1,767,400 1,767,400 95.0 
1985 61,077 1,328,749 1,348,749 94.0 
1984 57,557 1,170,769 1,246,981 93.9 
1983 59,079 1,172,306 1,251,357 94.0 
1982 56,106 887,457 970,780 91.5 
1981 101,268 874,161 975,780 89.6 
1980 56,680 817,381 416,361 89.8 
1979 52,100 988 830 1,076,418 91.9 
1978 92,400 976,667 1,057,977 92.3 
1977 44,079 954,778 1,042,215 91.7 
1976 57 ,863 781,474 875,915 89.7 
1975 62,205 680,392 766 600 88.8 
1974 71,586 709,959 788,145 90.1 
1973 70,141 576,823 655,968 87.9 
1972 64,040 430,213 S05 ,949 95.0 
1971 50,103 348,178 420,126 82.9 
1970 44,469 277,377 345 353 80.3 
1969 44,623 201 ,636 283,557 71.1 
1968 43,673 151,705 212,057 71.5 
1967 42,271 108,322 161,608 67.0 
1966 45,163 89,151 138,520 64.7 
1965 37,969 55,349 110,371 $0.1 
1964 34,448 43,844 86,597 50.6 
1963 55,896 39,124 88,712 44.1 
1962 55,805 30,777 92,758 32.6 
1961 41,476 29,817 88,823 33.5 
1960 32,708 29,651 70,684 41.9 
1959 22,909 30,196 45,336 66.6 
1958 26,791 37,242 53,474 69.6 





(Continued) 
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Table 18, Continued 


Legal and Illegal Mexicans Migrating to the U.S., 1950—1987 








No. of legal No. of illegal Total Percent 
Year immigrants iens apprehended Mexican 
1957 49,321 44,451 59,918 74.1 
1956 61,320 72,442 87 696 82.6 
1955 43,702 242,608 254,096 95.4 
1954 30,645 1,075,168 1,089 S83 98.6 
1953 17,186 865,318 885 587 97.7 
1952 9.079 543,338 $43,535 99.8 
1951 6,153 500,000 590,040 98.2 


Sources: U.S. Dept. of Justice, Immigration and Naturalization Service, 1984 Statistical 
Yearbook (Washington, D.C.: Government Printing Office, 1950-1987); and Jamr: Wilkic 
(ed.) Statistical Abstract of Latin America, vol. 25, UCLA Latin American Publicaicons. 
Los Angeles. Cal., 1950-87 
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TABLE 19 


Presidential Elections, 1928-1988 
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Total 
Candidate % Candidate(s) % votes 
Year (PRI) total vote (Opposition) total vote cast 
1988 Carlos Salinas de Gortari 50.36 Cuautémoc Cardenas 31.12 19,145,012 
Solérzano (FDN) 
Manuel J. Clouthier (PAN) 17.07 
Gumersindo Maganfia Negrete 1.04 
(PDM) 
Rosario Ibarra de Piedra 42 
(PRT) 
1982 Miguel de la Madrid Hurtado 70.99 Emilio Madero (PAN) 15.68 22,522,500 
Arnoldo Martinez Verdugo 3.48 
(PSUM) 
Ignacio Gonzalez Gollaz 1.85 
(PDM) 
Rosario Ibarra de Piedra 1.76 
(PRT) 
Candido Diaz Cerecedo (PST) 1.45 
Manuel Moreno Sanchez 20 
(PSD) 
1976 José Lépez Portillo” 94.00 Valentin Campa (PCM)** n.a. 18,750,000 
1970 Luis Echeverria Alvarez’ 85.54 Efrain Gonzalez Morfin (PAN) 13.98 14,000,000 
(Continued) 








Table 19, Continued 
Presidential Elections, 1928-1988 








Total 
Candidate % Candidate(s) % voles 
Year (PRI) total vote (Opposition) total vote cast 
1964 Gustavo Diaz Ordaz 88.82 José Gonzalez Torres (PAN) 10.98 10,000_000 
1958 Adolfo Lépez Mateos 90.43 Luss H. Alvarez (PAN) 9.42 9,000 000 
1952 Adolfo Ruiz Cortines 74.31 Miguel Henriquez Guzman 15.87 3,651,201 
Efrain Gonzalez Morfin (PAN) 7.82 
Vicente Lombardo Toledano 1.98 
(PP) 
1946 Miguel Aleman 77.90 Ezequiel Padilla (PAN) 19.33 2,293,547 
Enrique Calderén 1.48 
1940 Manuel Avila Camacho 93.89 Iuan Andreu Almazon 5.72 2.637 S82 
1934 Lazaro Cardenas 98.19 Antonio I. Villarreal 1.07 2,265,971 
Adalberto Tejeda 70 
1929 Pascual Ortiz Rubio 93.55 José Vasconcelos 5.32 2,082,106 
1928 Alvaro Obregén 100.00 1,670,453 
*Also nominated by the PPS and PARM 
**Unofficial candidacy 


Sources: Keesing’s Contemporary Archives, 1976-1982; Facts on File, 1952-1970, Pablo Gonzalez Casanova, Democracy in Mexico, (New 
York: Oxford University Press, 1970) and Proceso, April 11, 1988, pp. 6-7 
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TABLE 20 = 
Zz 
National Election Results for Chamber of Deputies, 1961-1985 = 
Party 1961 1964 1967 1970 1973 1976 1979 J9R? J9R5 
Partido de Accién Nacional (PAN) 76 US 124 3.9 147 85 WS 175 #4155 
Partido de Revolucionario Institucio- 92 %3 83 Bi 87 S11 ®87 83 690 
nal (PRI) 
Partido de Popular Socialista (PPS) 1.0 1.4 28 14 3.6 3.0 26 19 2.0 
Partido de Auténtico de la Revolu- 5 7 13 8 19 2.5 18 1.4 1.7 
con Mexicanna (PARM) 
Partido de Demdécrata Mexicano — — ~- a _ — 2.1 2.2 2.7 
(PDM) 
Partido de Socialista Unificado de ~ — —_ — — — 49 44 3.2 
Mexico (PSUM) 
Partido de Socialista de los Trabea- a = — as a — 2.7 18 2.5 
jadores (PST) 
Partido de Revolucionario de los Tra- — — a a — _ - 13 13 
bajadores (PRT) 
Partido de Mexicano de los Traba- — — - -- = = = = 1.5 
jadores (PRM) 
Null Votes — _ — 39 = «6 10.0 $.7 59 — 
Abstentions 31.7 33.4 37.7 35.8 9.7 33.0 50.7 43 49.5 


Source: James Wilkic, od.. Statistical Abstract of Lann America, vol. 25, UCLA Latin American Center, Los Angeles, Cal. 1987 
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(iMonterey). tomes crs a in : and business 
pe memes atid mage pb hee 1978-80; ran 
Mexican Socialit Party (PMS) 
Year formed— 1987 


participating in the 1968 student movement Proceso 
columnist and owner of own construction firm, of Mexican 
Workers’ Party, 1982-1984; federal deputy, | 1Y®S 
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Table 21, Continued 
Mexican Political Parties and Candidates, 1988 
Revolutionary Workers’ Party (PRT) 


Year formed—1976 

Leader—Ricardo Pascoe Pierce, Member of National Secretariat 

Membership—20,000 (estimated) 

Orientation—Trotskyist, strongly supports human rights and opposes financial 
arrangements that limit Mexican sovereignty. 

Presidential candidate 1988—Rosario Ibarra de Piedra 

Biography of candidate—Born in Saltillo, Coahuila, February 24, 1927; 
fought in behalf of “detained” and “disappeared” Mexicans as director of 


Nationa! Front epee ee Repression since 1979; though not a Trotskyite, 
PRT presidential candidate in 1982 as well as in 1988. 


Mexican Democratic Party (PDM) 


Year formed-—1977 

Leader—ignacio Gonzalez Gollaz, President 

Membership—15 ,000 (estimated); 950,000 (claimed) 

Orientation—With synarchist roots, it is the most ay ay of major 


parties; defends nghts of individual; support an drawn from 
conservative Catholics and small businessmen. s closer relations with 


US. 
Presidential candidate 1988—Gumersindo Magafia Negrete 
Biography of candidate—Born in U , Michoacan in 1940; received law 
aan from University of San Luis tosi (1982); represented PDM on the 
ral Electoral Commission. 
Cardenas Front of the National Reconstruction Party (PFCRN)—formerly 
the Socialist Workers Party (PST)** 


Year formed—1973 

Leader—Rafael Aguilar Talamantes, Secretary General 
Membership—15 ,000 (estimated); 100,000 (claimed) 

iene a government of workers but works closely with the 
Presidential candidate 1988—Cuauhtémoc Cardenas Solorzano 


Biography of candidate—Born in Mexico City, May 1, 1934; son of President 
Lazaro Cardenas; majored in civil engineering at UNAM; planner, 
ne of en ae Resources; federal senator 1976-80; governor of 

86; leader of PRI's Democratic Current until expelled 


eo party in 1987. 
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Authentic Party of the Revolution (PARM)** 
Year formed—1954 
Leader—Carlos Enrique Canta Rosas, President 
Membership—10,000 (estimated); 191,500 (claimed) 
Orientation—Right of center, strongly nationalistic, works closely with the 
PRI. 


Presidential candidate 1988—Cuauhtémoc Cardenas Solorzano 
Biography of candidate—See above. 


Popular Socialist Party (PPS)** 
Year formed—1948 
Leader—Jorge Cruickshank Garcia, Secretary General 
Membership—10,000 (estimated) 
a My as a Marxist-Leninist movement to fight “U.S. 
Ry “scientific socialism” but traditionally has worked 
censly wit with the supports greater government role in economy; 
sympathetic to Soviet foreign policy stands. 
Presidential candidate 1988—Cuauhtémoc Cardenas Solorzano 
Biography of candidate—See above. 
“Includes all registered political parties, Cardenas was the candidate of the Social 
Democratic Party (PSD), which is not officially recognized. 
**Comprises the National Democratic Front (FDN), which backed Cardenas. 
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